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India’'s GDP
& —————— — Introduction
¥ ' - = In a world where economies depend on each
%%wmw T | other, Gross Don:estic IIlDroduct (cDP) i.S the most
closely followed “pulse” of a country. It's hard to get
an indisputable estimate of GDP for a fast-growing
economy like India's. It's stuck between old-
fashioned survey methods and the fast-paced
digital changes of the 21st century.

The Ministry of Statistics and Program
Implementation (MoSPI) formally changed the base
year for a new set of nhational accounts on February
27,2026. The new base year is 2022-23 instead of
2011-12.

This change is more than just a statistics
update; it's also a basic framework meant to silence
critics and create a "new" Indian economy, with GST,
UPI, and a thriving services sector as its hallmarks.

The Change- What Makes the New Method Different

India's economy has changed its base year and estimate series nine times since independence. There
are a number of technical and structural changes that need to be made in order to switch from the old
series to the new one-

1. Change the base year from 2011-12 to 2022-23.

A base year is a "normal” point of reference that statisticians use to compare current prices to. This helps
them get rid of the impacts of inflation and find real GDP. The year 2022-23 was chosen because it will
be the first "normal” year after the epidemic, free from the tremendous changes that happened between
2019 and 2021.

2. from the cost of factors to market prices (GVA vs. GDP)

India still uses Gross Value Added (GVA) at basic prices to figure out how healthy each sector is after the
2015 reform. But the 2026 series improves this by using the strong GST database to more precisely
combine net indirect taxes (taxes minus subsidies). This brings India closer to the UN System of National
Accounts (SNA) 2008 normes.

3. The "Double Deflation” Method

One of the biggest improvements is that double deflation is now used in farming and manufacturing.
India used to utilize only one deflator, which simply changed the prices of output. Double-deflation
changes both the costs of inputs (such as oil and raw materials) and the prices of outputs separately.
This gives a much clearer picture of real value added.

Claims and the "Mismeasurement” Argument

1. Economists from both India and other countries have often criticized India’s GDP figures. The main
accusations were the following- The Informal Sector Gap- Critics said that the government was
using formal company data as a "proxy” since it was hard to survey the informal sector, which makes
up about 44% of GVA.

After shocks like demonetization and GST, the formal and informal sectors started to go their
separate ways, which could have led to an overestimation of growth.

2. The 'Discrepancy” Issue- A long-standing difference between the "production side’ (GVA) and the
"expenditure side" (GDE) of GDP calculations led to concerns that growth was being “pushed” by
balancing figures instead of real consumption or investment.

3. Too much dependence on MCA-21- The Ministry of Corporate Affairs’ (MCA-21) database was

criticized for including "shell” or dormant entities, which could have made the corporate sector's
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contribution seem bigger than it really was.

The 2026 framework solves these "statistical pitfalls” by directly combining data-

1. GST and Digital Footprints- The new series doesn't just utilize the MCA-21 database to find “active”
organizations; it also uses GST filings and digital transaction data. This gives a more accurate and
up-to-date view of the private business sector.

2. Regular Informal Surveys- MoSPI no longer uses old data to make predictions. It now directly
measures the informal economy every year using the Annual Survey of Unincorporated Sector
Enterprises (ASUSE) and the Periodic Labor Force Survey (PLFS).

3. Supply and Use Tables (SUT)- The new framework includes SUTs to get rid of the "discrepancy”
between production and spending. This makes the "books balance” by matching what businesses
make with what people actually buy.

For a number of reasons, switching to the 2022-23 base year is a big deal-
1. Global Credibility- India is now in line with the statistical norms of developed G20 countries by using
double deflation and granular CPI deflators (with over 260 distinct indices).

2. Policy Precision- The RBI and the Finance Ministry can make better decisions on interest rates and
government spending when they have accurate data.

3. Attracting Investment- Foreign Institutional Investors (Flls) and rating agencies use reliable GDP
numbers to find out how risky a country is. A series that is more open makes investors feel better.

The 2026 GDP update shows that “Infinity is not chaos—it has structure.” "The new National Accounts
framework makes the Indian economy's huge complexity easier to understand by looking at small,
digital data points. This is similar to how calculus makes the infinite easier to understand by looking at
rates of change.

Even while it's still hard to get a complete picture of the informal sector, the move to GST-based
estimating and double deflation means that India's growth story is no longer a "hallucination” but a fact
backed by evidence.

Having a dependable "thermometer” to monitor the economic heat of the "pharmacy of the world" and
the "food basket of the globe” is the first step toward becoming a $10 trillion economy.

GS Mains Practice Question (General Studies IiI)

"The shift to the 2022-23 GDP base year represents a move from ‘proxy-based’ to ‘evidence-based’
statistical governance. Critically evaluate how the new methodology addresses the historical criticisms
of India’s economic data.” (20 marks)

Introduction- Mention the 2026 rebasing of GDP by MoSPI and its context (transition to 2022-23 base
year).
Body
Discuss the inclusion of GST data, the use of ASUSE for the informal
sector, and the implementation of Double Deflation.
Explain how the "Sujalam” type digital integration (Supply-Use

Tables) reduces "Statistical Discrepancies” and how identifying active firms through GST corrects the
"shell company” bias.

Relate it to policy credibility, international standards (UNSNA 2008), and
better targeting of fiscal and monetary interventions.
Conclusion- Emphasize that while a "perfect” measurement of a large informal economy is difficult, the
current revamp brings India closer to global best practices.
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