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Economic Review

Gross Domestic Product (GDP):

The impact of the global economic slowdown became 
manifest on the Indian economy in 2011-12 with growth in Gross 
Domestic Product (GDP) declining from 9.3 percent in 2010-11 
to 6.2 per cent in 2011-12. On the domestic front while this may 
be attributed to the industrial slowdown driven by a sharp fall in 
investments and a moderation in private consumption demand, 
the impact of the fall in net external demand resulting from 
global uncertainties arising on account of the Euro Area crisis 
and the global surge in prices of crude oil and other imported 
commodities also cannot be undermined. This, coupled with 
depreciation of the Indian rupee against major currencies, further 
exacerbated the problem.

GDP and growth in GDP at factor cost (at 2004-05 prices)

2007-08 2008-09 2009-10 * 2010-11* 2011-12@

GDP at Factor 
Cost (` crore)

3,896,636 4,158,676 4,516,071 4,937,006 5,243,582

Growth rate (%) 9.3 6.7 8.6 9.3 6.2

* Revised  @ Provisional

Growth in manufacturing sector remained modest at 2.7 
per cent during 2011-12, while mining & quarrying recorded 
a negative growth of (-)0.6 per cent. Growth in the agricultural 
sector also remained sluggish at 3.6 per cent during the year. 
Services remained the driving force of Indian economy in 2011-
12 with financing, insurance, real estate & business services 
registering an impressive growth of 11.7 per cent and transport, 
storage and communication recording a growth of 8.4 per cent. 
The growing predominance of the services sector in terms of 
contribution to the GDP is a pointer to the structural change in 
the Indian economy in recent years.
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Agriculture:

According to the Economic Survey 2011-12 “Growth in 
agriculture and allied sectors remains an important objective 
and a ‘necessary condition’ for inclusive growth. The average 
annual growth in agriculture and allied sectors realized during the 
Eleventh Plan Period was 3.3 per cent against the targeted growth 
rate of 4 per cent. The sector recorded slightly lower average 
growth than targeted in the Eleventh Plan period due to severe 
drought experienced in most parts of the country during 2009-
10 and drought/ deficient rainfall in some states, namely Bihar, 
Jharkhand, eastern UP, and West Bengal in 2010-11. However, 
timely and corrective measures taken by the government helped 
boost agricultural production”.

After registering an impressive growth of 7.9 per cent in 
2010-11, partly due to the base effect arising out of the sluggish 
growth in previous two years, agricultural growth dipped to 3.6 
per cent in 2011-12. This once again could be attributed to the 
higher base, since foodgrains production reached an all-time 
high at 257.44 million tonnes owing to bumper harvests of both 
rice and wheat. Pulses, however, witnessed a marginal decline 
in production from 18.24 million tonnes in 2010-11 to 17.21 
million tonnes in 2011-12.

Production of selected agricultural commodities (million tonnes)

Items 2007-08 2008-09 2009-10 2010-11 2011-12 
(4th 

Advance 
Estimates)

Food grains 230.78 234.47 218.11 244.42 257.44

Wheat 78.57 80.68 80.80 86.87 93.90

Rice 96.69 99.18 89.09 95.98 104.32

Coarse Cereals 40.76 40.03 33.55 43.40 42.01

Pulses 14.76 14.57 14.66 18.24 17.21

Source: Department of Agriculture and Cooperation
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Industry:

Sluggish domestic demand and economic slowdown in the 
global economy affected industrial output in 2011-12. High levels 
of interest rates arising due to a tight monetary policy pursued 
by RBI to curb inflationary pressures also impacted the industrial 
growth adversely. The growth momentum gained in the preceding 
two years by the Indian industry could not be sustained during 
2011-12. Growth in the Index of Industrial Production (IIP) for 
2011-12 moderated to 2.9 per cent from an impressive 8.2 per 
cent in 2010-11. Manufacturing sector, which has a weight of 
75.53 per cent in IIP, grew by 3.0 per cent in 2011-12 as against 
9.0 per cent in 2010-11.

Sectoral Growth Rates of Industrial Sector based on IIP 
(Base 2004-05:100)

Industry Group 2007-08 2008-09 2009-10 2010-11 2011-12

General Index 15.5 2.5 5.3 8.2 2.9

Mining 4.6 2.6 7.9 5.2 –2.0

Manufacturing 18.4 2.5 4.8 9.0 3.0

Electricity 6.3 2.7 6.1 5.5 8.2

Source: Central Statistics Office

In terms of use-based classification of the IIP during  
2011-12, basic goods with a growth of 5.5 per cent and consumer 
nondurables with a growth of 5.9 per cent performed better 
than the other segments, with consumer non-durables recording 
a relatively better growth compared to 2010-11. There was 
moderation in growth in other segments of the IIP and negative 
growth was observed in capital goods and intermediate goods. 
Higher borrowing costs and dip in investment impacted the 
capital goods sector the most.

Infrastructure:
The index of 8 core infrastructure industries (comprising coal, 

crude oil, natural gas, petroleum refinery products, fertilizers, 
electricity, cement and finished carbon steel) with a weight of 
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37.9 in the IIP grew at 4.4 per cent in 2011-12 compared to 6.6 
per cent in 2010-11. Natural Gas with a negative growth rate of 
(-)8.9 per cent was the worst performing infrastructure industry in 
2011-12 followed by fertilizers, which registered a growth of 0.4 
per cent in 2011-12 as against nil growth in 2010-11. Electricity 
was the leading infrastructure industry whose growth improved 
from 5.6 per cent in 2010-11 to 8.1 per cent in 2011-12. Steel 
and Cement also performed well with respective growth rates of 
7.0 per cent and 6.7 per cent in 2011-12.

Growth (%) in Infrastructure Industries

Sectors Weight 2007-08 2008-09 2009-10 2010-11 2011-12

Crude Oil 5.2 0.4 -1.8 0.5 11.9 1.0

Petroleum 
Refinery 
Products

5.9 6.5 3.0 -0.4 3.0 3.1

Coal 4.4 6.3 8.0 8.1 -0.2 1.2

Electricity 10.3 6.3 2.7 6.2 5.6 8.1

Cement 2.4 8.1 7.2 10.5 4.5 6.7

Steel 6.7 6.8 1.9 6.0 13.2 7.0

Natural 
Gas

1.7 2.1 1.3 44.6 10.0 -8.9

Fertilizers 1.3 -7.9 -3.9 12.7 0.0 0.4

Overall 37.9 5.2 2.8 6.6 6.6  4.4

Source: Office of the Economic Adviser, Department of Industrial Policy & Promotion

Rail GDP:

Rail GDP is crucially dependent on the growth in overall GDP, 
especially those sectors that generate demand for the transport 
sector. The growth momentum maintained by the railways over 
the last few years, despite the economic slowdown could not 
be sustained in 2010-11, with rail GDP recording a growth of 
5.9 per cent. However, there was a revival in 2011-12, with rail 
GDP recording a growth of 7.5 per cent. The share of rail GDP 
in overall GDP has remained close to 1 per cent in the last five 
years.
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Rail GDP
(at 2004-05 prices)

2007-08 2008-09 2009-10* 2010-11* 2011-12@ 

Rail GDP (` crore) 38,235 41,161 44,763 47,404 50,945

Growth in Rail 
GDP (%) 9.8 7.7 8.8 5.9 7.5

* Revised  @ Provisional
Source: Central Statistics Office

Exports and Imports:

The year 2011-12 experienced a deceleration in growth of 
exports resulting from weaker demand in global markets. On the 
other hand there was an increase in the import bill due to surge 
in global crude prices. These developments resulted in a widening 
of the trade deficit during 2011-12. India’s exports registered a 
growth of 21.30 per cent in US$ terms in 2011-12 as compared 
to 40.49 per cent in 2010-11. Imports grew by 32.33 per cent 
in US$ terms in 2011-12 as against 28.23 per cent in 2010-11. 
Consequently, trade balance worsened from US$ (-)118.63 billion 
in 2010-11 to US$ (-)184.70 billion in 2011-12.

The Economic Survey 2011-12 states that “India has 
made progress in diversifying its export and import markets. 
The share of Asia and the Association of South East Asian 
Nations (ASEAN) in total trade increased from 33.3 per cent in  
2000-01 to 57.3 per cent in the first half of 2011-12, while 
that of Europe and America fell from 26.8 per cent to 19 per 
cent. This has helped India weather the global crisis emanating 
from Europe and America. The USA has been displaced by the 
UAE as India’s largest trading partner, followed by China, since  
2008-09”. The net invisibles surplus of US$ 111.6 billion during 
2011-12 was higher vis-à-vis US$ 84.6 billion in 2010-11. All 
broad categories of invisibles, that is services, transfers, and 
income, showed improvement during  2011-12. The current 
account deficit increased to US$ 78.2 billion in 2011-12, as 
compared to US$ 45.9 billion during the 2010-11, mainly on 
account of a higher trade deficit.
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Foreign Exchange Reserves & Exchange rate:

India’s foreign exchange reserves comprise foreign currency 
assets (FCA), gold, Special Drawing Rights (SDRs) and reserve 
tranche position (RTP) in the IMF. A comfortable level of forex 
reserves provides the RBI policy space and cushion to enter the 
currency market so as to avert any sharp depreciation of the 
rupee. The reserves that were at a high level of US$ 304.82 
billion at the end of March 2011 declined to US$ 294.40 billion 
at the end of March 2012. The decline in [forex] reserves was 
partly due to the worsening trade deficit and also because of a 
decline in net Foreign Institutional Investments (FII) inflow in the 
economy. Indian rupee witnessed sharp depreciation of 12.7 per 
cent, on point-to-point basis from ` 44.65/ US$ on March 31, 
2011 to ` 51.16/US$ on March 30, 2012.

Foreign capital inflows:

Despite the economic slowdown, total foreign direct 
investments (FDI) increased from US$ 34.85 billion in  
2010-11 to US$ 46.55 billion in 2011-12, indicating continued 
confidence of investors in macroeconomic fundamentals of the 
Indian economy. Net portfolio investments, however, were lower 
at US$ 17.17 billion in 2011-12 as against US$ 30.29 billion in 
2010-11.

Inflation:

Supply shocks in respect of essential commodities as well as 
cascading effect of rise in international prices of crude oil and 
other importables kept inflation high during 2011-12. It remained 
generalised during the year with food inflation and fuel inflation 
having a cascading effect on the manufactured products as well.

The Economic Survey 2011-12 also reported that “the major 
contributory factors to headline inflation during the current 
financial year include (a) higher primary articles prices driven 
by vegetables, eggs, meat, and fish due to changing dietary 
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pattern of consumers; (b) increasing global commodity prices, 
especially metal and chemical prices which ultimately led to 
higher domestic manufactured prices; and (c) persistently high 
international (Brent) crude petroleum prices”.

Annual Inflation rate (%) based on Wholesale Price Index (WPI)
(Base 2004-05=100)

Items/Groups Weight  
(%)

April-March (Average)

2007-08 2008-09 2009-10 2010-11 2011-12 

All 
Commodities

100 4.74 8.05 3.80 9.56 8.94

Primary 
articles

20.1 8.33 11.05 12.66 17.75 9.80

Fuel and 
Power Group

14.9 0.03 11.57 -2.11 12.28 13.96

Manufactured 
Products

65.0 4.78 6.16 2.22 5.70 7.26

Source: Office of the Economic Adviser, Department of Industrial Policy & Promotion

Inflation measured in terms of Consumer Price Index (CPI) 
for Industrial Workers also remained high during 2011-12. As 
against 10.45 per cent in 2010-11, average CPI rose by 8.39 per 
cent in 2011-12 (April-March).

In line with the inflationary trend in the economy at large 
during 2011-12, many inputs used by the Indian Railways 
recorded moderate to high inflation based on the Wholesale 
Price Index. Lubricants (19.65 per cent), Basic Metals, Alloys & 
Metal Products (11.06 per cent), HSD Oil (8.45 per cent), Other 
Transport Equipment (8.28 per cent), Chemicals and Chemicals 
Product (8.61 per cent) were some of the major inputs of Indian 
Railways witnessing high price rise during 2011-12.

Major commodities carried by Indian Railways:

The following table shows percentage of total availability 
(production plus imports) of some of the major commodities 
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carried by the Indian Railways during the last 5 years.

Year Coal Iron Ore Cement Food-
grains

Ferti-
lizers

POL 
Products

2007-08 66.45 64.01 45.16 16.24 75.51 20.18

2008-09 66.99 61.30 45.88 14.98 80.89 21.24

2009-10 65.44 60.48 45.85 16.91 81.47 20.08

2010-11 69.85 56.73 46.76 16.98 81.27 19.18

2011-12(P) 71.34 62.28 47.74 17.47 87.72 19.22

(P) Provisional

Fiscal Scenario:

As per the Economic Survey 2011-12, “Reflecting the weak 
manufacturing activity and rising costs, revenues of the centre 
have remained less than anticipated; and, with higher than 
budgeted expenditure outgo, a slippage is expected on the fiscal 
side”. As apprehended, the deceleration in economic growth 
adversely affected fiscal situation by lowering revenue collection. 
With most of the public expenditure being of a committed nature 
(interest payment, defence expenditure and expenditure on 
major social schemes), lower revenue collections imply higher 
levels of revenue and fiscal deficit. Consequently, fiscal deficit as 
a percent of GDP increased from 4.9 per cent in 2010-11 to 5.9 
per cent in 2011-12 (RE) while revenue deficit increased from 
3.3 per cent of GDP in 2010-11 to 4.4 per cent in 2011-12 (RE). 
Improving tax buoyancy by better administration and controlling 
revenue expenditure holds the key for fiscal sustainability in the 
medium to long term.

Selected economic indicators are set out in the next two 
pages.
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SELECTED ECONOMIC INDICATORS

ITEM Unit / 
Base

2007-08 2008-09 2009-10 2010-11 2011-12

I. (a) National Income

(i) At 2004-05 prices ` Crore 3451829 3664388 3966408* 4310195* 4572075#

(ii) At current prices ` Crore 4076878 4705446 5411104* 6422359* 7399934#

(b) Per capita national income

(i) At 2004-05 prices ` in units 30332 31754 33901* 36342* 38037#

(ii) At current prices ` in units 35825 40775 46249* 54151* 61564#

II. Gross Capital Formation

(a) Total Public Sector

(i) At 2004-05 prices ` Crore 382431 429285 449687* 467069* 471428#

(ii) At current prices ` Crore 441923 531730 592788* 653959* 705208#

(b) Railways

(i) At 2004-05 prices ` Crore 19308 23653 25121* 23707* 22242#

(ii) At current prices ` Crore 22229 29661 31767* 31186* 31211#

III. Foreign Trade

(a) Value of exports ` Crore 655864 840755 845534 1142922 1459281

Value of imports ` Crore 1012312 1374436 1363736 1683467 2344772

(b) Value of exports US $ Million 163132 185295 178751 251136 304624

Value of imports US $ Million 251654 303696 288373 369769 489320

IV. Index of Agricultural

Production

(Triennium ending 1993-94=100)

Weight

(a) All Crops (100.00) 172.9 161.8 159.6 185.3 192.0

(b) Foodgrains (50.633) 168.6 171.3 159.4 178.9 188.1

(c) Non-foodgrains (49.367) 157.9 142.1 144.3 170.1 175.1

V. Index of Industrial

Production (2004-05=100)

Weight

(a) General Index (100.00) 141.7 145.2 152.9 165.5 170.3

(b) Mining (14.157) 112.5 115.4 124.5 131.0 128.5

(c) Manufacturing (75.527) 150.1 153.8 161.3 175.7 181.0

(d) Electricity (10.346) 120.0 123.3 130.8 138.0 149.3

# Quick Estimates
* Revised
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SELECTED ECONOMIC INDICATORS (CONTD)

ITEM. Unit/base 2007-08 2008-09 2009-10 2010-11 2011-12@

V I Wholesale Price Index 
(Financial Year Average 
with weights) (Base 
2004-05=100)

Weight

(a) All Commodities (100) 116.5 125.9 130.8 143.3 156.1

(b) Primary Articles (20.118) 123.9 137.5 154.9 182.4 200.3

(c) Fuel. Power. (14.910) 121.0 135.0 132.1 148.3 169.0

(d) Manufactured Products (64.972) 113.3 120.2 123.1 130.1 139.5

VII Wholesale Price 
Indices of Important 
Commodities used by 
Railways (Fin. Year 
Average with weights)

(a) Non-coking coal (1.006) 106.5 112.7 121.2 134.9 180.1

(b) Mineral Oils (9.364) 126.3 141.8 135.8 157.5 184.0

(c) Electricity for Railway 
traction

(0.092) 103.5 104.9 106.9 113.8 116.2

(d) Basic Metals, Alloys & 
Metal Products

(10.748) 122.4 137.0 129.6 140.7 156.3

(i) Steel (0.033) 110.8 125.5 120.2 113.5 123.5

(ii) Ferro Alloys (0.137) 134.3 150.2 126.8 148.1 146.8

(iii) Non-Ferrous Metals (1.004) 151.4 150.6 145.8 153.5 157.1

(e) Electrical Machinery, 
Equipment & Batteries

(2.343) 118.6 123.6 122.1 123.9 129.7

(f) Chemicals & Chemical 
Products

(12.018) 112.8 118.1 117.8 124.0 134.7

(g) Non-metallic Mineral 
Products

(2.556) 128.3 131.7 140.9 144.6 152.9

(h) Cotton Textiles (2.605) 100.0 102.7 108.8 129.2 143.8

(i) Logs & Timber (0.088) 79.6 84.8 98.1 124.2 132.7

(j) Cement & Lime (1.386) 137.7 138.6 149.0 150.8 157.0

(k) Lubricants (0.168) 145.8 171.1 174.5 192.6 230.4

(l) HSD (4.670) 125.6 135.8 133.0 151.7 164.5

VIII Consumer Price Index
(Industrial Workers) 
(Base 2001=100)

133.0 144.8 162.7 179.8 194.8

@ Provisional




