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Job-oriented Budget

Employment, skilling take precadencafor Modi 3.0

MPLOYMENRT was undoubtedly the leitmo-

Ul of Modi 3.0's firat Budget This 10-letter

word figuired noless than 33 times in the text

of Finance Mmister Nirmak Sithamaman’s

speech, With empioyment — or rather,
unemployment —being oneof the key fetm sthat con-
wributed to the BIP's underwhelming performange in
the recent Lok Sabha elections, the povernment has
been under pressure to prioritise jobs and skilling ina
bid 1o win over disgruntled young voters, The Budget
has made o provision to incentivise job creation in the
manufacturing sector through a schens linked w
recruitment This is signilicant for the woald's fastest-
growing migor coonomy, which cannot afford fo et its
march be mpeded by a crippling job crizie,

Orverall, the Budia has a package of fve schemes
amed at facilitating employment and skilling, with an
allocation of Hs 2 lakh cvore. While the focus an
employability isa stepin the right direction, rmuch will
depend on the industry's cooperation and the govern-
ment's support. Both will have to work in tandem w
make a difference an the ground, The ruling party has
alaotried toreach out toits.core vote bank — the mid-
die class — by enhancing the standard deduchon for
salaried employees and the deduction on family pen-
sion for pensioners. This dass has been grappling with
riging prices; more maney in the pocket due fo this
relief can give o mue hrneeded push to consumption

T}\eIBudch‘:mtsﬂ!c unmistakable stamp of coal-
tion . with major: being
mude for B}.hax ani Andirs Pradesh to boost develop-
ment through special financial packages Both stales
are ruled by parties that are indispensable allies of the
BIF a1 the Cuam. Hmw.-ver thiz disproportionate

b d 1 d by the Opposition,

h "ﬂle u- 7t
1|(|g:|n of Snbka Snatl, Sabia L\Jﬂ‘t&

‘s grarad

Vision for agriculture

Focus on sustainabifity, income for farmers

HE 2024-25 Budgel introduces slgnificant
provisions mmed at transforming the
agricultural sector with a forus on sus-
inability. prod ity and it
growth for farmers. One crore farmers are
envisaged o be initisted into natural farming within
twa years. This enterprise is to be complemented by
establizhing 10,000 bin-input resource eentres for
sugtainable farm practices. To enhance vegetable
produetion and dreamline the supply chain, the Bud-
get emphasises promoting Farmer Producer Organi-
sations (FPOs), enoperatives and starfups, Playing a
critical role in the collection, storage and marketing
of vegetables, these entities will help farmers receive
betier prices and reducs pogt-harvest bsses,
Another notable mitiative & the release of 1089 new
high-yielding and climate-resilient vaneties of 32 field
and horticudture crops, It aims to eddress climate
change challenges and ensure stable sgricultural pro-
duction. A review of the agricullural research setup i5
alsoplanned. [n abid to reduce the country’s depend-
ence on imported edible oils, the Budget introduces
measures o boost the cultivation of muested, ground-
out, sesume, sovbean and sunfllower Digital Public
Infrastructurs (DPD}is st torevolutionse the sector by
omering farmers and their iands within thiee pears
'}Imwer these amhrtmsmummﬂcmmpdmm
Tt lorofnaturasl faming
pusﬂ.lnesmqmﬂs substantial trimng and suppoet, which
Eistahlighin g 10100 bao-x TesOwoe
«mehmmgmmmmm{im
and Investmert. Promoting dlmate redBent coop varletles
aﬁlbmstmgmhaeedpmdudm hmaemld.luslr'_:d.ansu!
serviess. DT o

i vital fre realising the mdg'l s visin.
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Biden out, but Trump may still win

At this stage, Republican nominee appearsto have a head start over any Democratic rival

SHYAM SARAN
FORMER FORBGN SECRETARY

Prosident  Joe
Biden announced
un July 21 that he

s dropping out ol

the  presdentil
elections duein November After
his poor showing in the cnedo-
one TV debate with Donald
Thirmp om June 27, thiere had
been & riging erescendo of nflu-
ential voiees in the Demoaitic
Party calling upon Biden to
stand down as o eandidate and
allowr s younger noemines to fce
Trumnp, the Repubbean eandi
date in the eledions, Tt hae tak-
n o preews three weeks since
the debate for Biden o vield to

-
=]
o

CHALLENGE: The best el for the Democrets i Kemala Harris, but alack of s brosd consersus aver ber

tom bove Ax o potentin] fist
wriman President of the U5, she
gy upp.uﬂ o the lurge formale

Froem within hi o
ﬁmii\- stand down. Therewill be
limited time availshle for party

v mross the  meial
divide, She has teken 4 flmng
position on the Gaam war, calling

manggers tohome inon g credi- fran mmbdﬂlrmas:tmvmth
ble candidate for end keagis with Biden

at the Demormtic Party converr  Uowgh reluctant suppont to Dl
tion zcheduled m starfonAugust  This rmay be w oo i frens
19, Although  Biden  has  with her boss but may moke hiy
endorsed Vice-Pregidenl  maoe oongenial to the pro-Pales-

Kamala Harres as the irl
he supports and has urged the
party to rally behind her, there
are indications thet ley Agures
lioe former President Barads
Obamz and foemer Hiuse
Speaker Nancy Ft-iosﬂl may pee
fer arother candidate. Any con-
testotion at this late stage can
only diminich any raised hopes
which miy have been generated
by Biden's announcement.
Avzuming Hamris does pet
the party's cndorsement ot
the party convention next
manth, how do her chanees
stack up against Thump?
Hairis hits beifh Black and fsian
credentials and should be able to
mobilise the noneWhite  con
slifiisaney, She i a ut F

i Antb-Amer L akrpe
seetion of the US vouth. Whils
s ity be et st the downe
sicke would be the very Hmited
time she has to mahilise aipport
dor T candiclacy within the party
i the e than four weels avail-
ghle to her, She canpot affid i
nave s conteded candid ey a the
party onvention, A quick and
omseriss endorsernent iy the

Immediately i advance of
theconyentionwill fieeha o oo
centrate oo compiigning aganst
Trump rather than her pos shle
comtenders vathinthe party: Even
if'she wing a contested candidaey
at the party crmwenticm, legitima-
oy a5 4 presidential contender vall
bv‘ mntmm'd with the over

p from Jos Biden's 2xtinom the race, RETERs

Trumpselose brush
with death is likely
1o galvanise his
SUPPOIETS (0 Core
outin large numbers
o vote for him.

wondd alresdy have s Twsd start in
the campagnmiieh befor Hamis
Bets her act together Campal
fmmm may also be an s

Some ke contributors to the
Demacratie Party hid held b.uk
on  ther

name recopmtion that Harrig
has el el bave even less
time to pose & serious and credi-
Hechallenge o Trump. Thebest
bet for the party is Hamis, buta
Bk of a beoad ponsensis over
her candidature wAll diminish
any  postive outcoms from
Biden's exit from the race,
Trump has o zolid base of sup-
por, pﬂ'mpa as mnch as !Dpﬂ'
et af

suspended  or  significantly
redirerd The Europesn couniries
areunlikely tobe shie tomike up
fr reduced U3 suppod. This
miay bead o Ukraine agmeingtoa
ceasefire along the exsting bat-
the-lines. This wall be a phis for
Bussia though it i ot expected
that sanctionsagaingt Bussawill
be eased. A tranasetional Trump
friay e arequiel pen oo for that,

The wiret affectod. patentinlly,
eould be Bumpe, The pressire
on Buropean allies in NATO to
do more o theiy oum security
wall mount and tariffs agoin
Eumpean products may
inerense, There may be kess pres
aure on alikes in the Indo-Pacifi
gven the Ching factor,

It & not dear whether Trurnp
will foree im encd o hostalities n
the Gaza war as e infends to do
with Ukmiine, The support 1o
[ruel iz unguestioned and
[=raeli Prime Minister
Netunyabu may feel encourged
o further escalate the war Bat
even Trump may not want to get
embraled in & wider regional
war involving Hesbollsh in
Lebaron snd Ten, T wiold be
interesting to =ee how Timp
handies these contradictory sims
in West Asia. His instinet would
be tw focus on the Indo-Paciic
withmit distractions elscwhers
Thi d be welcome to Inadia,

assssinaton  atbenpt ngnm,ﬂ
him kas given him the benedit of
the inevitable sympathy fctor
Bui more then that his clos
l:rush w'l:—: death s Dikely to gal

There should be reasonabbe
confidence in the Modi govern-
ment on navigating a Trump 240
presidency with the experience
gained in e eacker incarnation

n hr}&.‘ rambes to vote for him
“There is nocomparable paheands-
ing factor on the Demoorotic side

7 e s

Hiden' s poor showi g at I!u—Jullr
debetewith Trump Will they open
their purse srings fr Haris?
There are mary doubts on ths
seure Trump h e at all

supparters may be ol @ bessr
order AL this tage of the political
e, therefiive, Toump appears
to have a head start oer any
Iy

o the finanee frort, Taking all
these factors nto account, Biden
abeppring down and Hares bang
inducted info the race af this late
stage is unlilely o imgrove the
i P 5

on of women's tights and h:ss
been vocal in opposing sntabor-

Trurnp
has  abvady received s the
Bepubiican nomines. And Trump

Tfnot Hirris, wha? Sone of the
possible contendery has the

s likely 1hm Tritmp vl
heighten U5 contention with Chi-
nia, and not only on the trede
Emue He hassmd that he willend
the Ustrazne war but it hink: The
Barpe financial and militsry sup-
port the US has extended tn
Woruine might be more easily

Relati with Indis have
enpoverd hipartisan. support in
the U5 Thizis lkely tocontinue.
For the Modi government, on
balanee, & Trump pezidency
iy appenr more congenial The
twve lendens enjoved good chem
Istry during the previoe s Tmp
administration. That would be
an geset if Thum p comes back
There may aisn be eqectations
of less TS foou son human dpghts
anc minerity tasaes. Whit may
be more diffioult to nevigate is
an even more fiuid and disnup
tive mternationsl  peopolitical
terrain  which Thupp  will
inevitahle fodst on the workd,

ON THIS DAY...100 YEARS AGO

The Tribune.
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Tail reform

ONE of of all inIndini of the
i sy bern. Munch has been s o n thissaubiect dunngthe Last
few yeara both in the press and irm, & Commis -
sbn has eneguired into the whee question and subenitted its

The main features of the systom, however, remuin sub-
st tiad ly whint s wesne basfirethes prreset apitation wis sl on
foot. Them iz, however, no room for despair, when it is borne in
mmiriel thit in Englaned itself prison refum b been a scenewhat
terdyprocess. The chun go that hes now taken ploes in that coun-
Ary is thus described by the Daily Chromicls= *English prisons
ueed to be obout the wort in Europe, They were farmed out to
gaokers, whose prime purpose was to exploil criminals and
debinrs for thesr cwn profit. The death rate was appalling and
those who were not killed wers brutalised Thoss days ave hapoi-
Iy komg past, The Prisan Bill of Health has fir years been erar-
dinarily good. And of Ete. the Commissioners and Governore,
whaare thew chiefagents. have stnven mont and more toakd the
moral recoverny of the unfortinste men snd women ommitted
totheir chergs, Hers, 4% 10 50 many other fiekds, a betier knowl-
edpe of pey rifirm, The gim
tive rathe than plu.mvr Mo, it isoumative, Muchisdone bo b
prisiners to meke good not only to wesn them away from crime
but alsn 1o make them indeperdent, self-requetisg and rep.
utibie dtens " Thereis no regson why with persistence, vigour
anel determimation, o okl be possible to achieve the sime
result in Tndin within s comparatively short ime,

The only way to make our democracy stronger is ifwe ight for it. —gamekObama

Unfair means,
fromslips to chips

Sonik Baaria

n the futire, ‘there will be no phones, just Neu-
ralinks'. He shared sn imsge of himsell, gensrated
using artifical inteligence (AT} # showed a nearal nebwork
likee design on hiz forehesd. A chip embedded in the brain
will presumably control the computer aswell as the phone
If everything faile into place, it would be poezible to gather
infarmation merely by thinking
Fur better or worse, technology i evolving rupidly in
Lerms of features and nges. Dngcropulons slements are
increggngly using amart devices W cheat inexams When
we were sludents around three decades ago, we wers
frisked for paper dips and pocket puides. The txlmnnliun
hall L] b reverl At The s of
tanyhocy heving Aips or other help material shoakd hand
it pver or face the consequences” The tervor of the Tying
squat was palpable even among innocent students: they
used o Jook frantically under or sround their desks for any
slip somebody might have thrown swey after using it
The gitustion is entively d ifferent now. The day is not Tar
wher 8 medieal cerfificate would hive to be furnished
before entering the exam centre, I would say: 'Thave not
got any chip or devies implinted inside my beain or else-
where for the purpose of copying." Whit's more, o team of
doctors might be deployed o frisk students ‘hologically’
with stete-ofthe-art devices. Only after gotting the all-clear
wintld the stiglents be ﬁi]owrd o appear i Ihf' test,
1 my ¢wWn ag an
exarrines with a shock of curdy hair caught my attention
Some strunds were protruding unusuelly and seemed
incongr otk with the haidine Toverheard him multering
each guestion and its answer to himeelf, My suspicion
grew because i those days, cases of misce of then newly
developed Bluetooth technology were coming to Bght. T
told ¢ senior collesgue sbout my suspicion that soms
device was concedled in the student's hadre Tt turned ot 1o
be true — g small Bluetooth device was recovered. A lay
years Iater, [ reada news report that o student was caught
chexsting with a micro Blustooth device which was surgi-
cally implanted in his eir One wonders bow the invigia
tor desit with this novel case snd ‘recoversd’ the proof to
estabitish the wse of unfair means
With AL coming into the picture now, the importance of
M (natural mteBigence) isset tobe undermined. Already,
is facing uhuge oyer the failure
of the authorities to conduet olprool enmpetitive exams
The cheats are having o field day, even a5 students poe-
sessing Nlare finding themsehoes it the receving end in
ong exam scam afteranother

r I 1 ECH adventurer Elon Musk recently posted on X that

Resilience of Indian

With rederence tn the foort-page news report
Economy robust, GOP to grow at 6.5-79%";
things look bright for the future of our coun-
try 1t isnotable that despite s nusnber of'pai-
ural and man-made disasters, the Crovid-19
pandermic and ongoin g ward in Uleaine and
Gaza, our economy eontimues fo grow at o
Fast pame Itiz a reflection of the Indian econ-
omy's remarkable resilience in the Ence of
The i

vey hasrightly underseed the mll.ahrafr\‘-
approsch between the Centre, the date pov-
ernmnents and the private sector Alkout
effirts should be made to achiove the ambi-
s vamon of Wikt Bharat by 24T

GOVIND SINGH KHIMTA, SHIMLA

Supreme Court saves the day
The Supeeme Court has nghtly stayved the
dEvetives issied by cerbain state governe
merts mindating food and beverage shope
akng the Kanwar Yatra route 1o displyy the
nurmesolthe owners The orders izsned by the
nutnn'](m—drl antithetical ’.m’u nnrv: ipk of
and could
onthe basis of caste ond n:hgm. [t i undir-
tungte that the poaers that be ke steps that
can disturbs commna | harmony, compelling
the apex cout to sleo in It i imperative that
he gt 15 pol politickse], Howeves it would
be wise to direct the estery owners to display
a list af the fems oo offer. Cooperation
between the povernment and the public &
necessary o ensure 3 smooth palgrenage.
RAJ KUMAR KAPDOR. ROPAR

State must stay out of refigion
The directives secently ssusd by the author
ties of some Etute povernments — that have
o been staved by the Supreme Courl — mak-
ngitoompulsory fi eateries alin gt Kanwar
Aiitra route to display the romes of the oanes
or opemtors were unwaranted, The move vas
2 commiunal dog whistis: Such steps not ondy
deepen religions and caste dvides bub alse
hurm smuall buginesges, primearily thoee owned
by thee moesmibers o a prticubar commnity T
enaure that the peim remaing pescedil, the
antharities don't need to ke d;kla'ts tht ez
e us=ed to target o religious groul

VARSHITA HUM ZIRAKPUR

pull up ther socks
US President Joe Biden has withcdrawn
from the precidentis] race ai last, 4 move
that many believe was prompted by wirde
spread eriticism of his performance in the
Oval Dffiee, With this, Kamala Harris, o
woman of colour, iz set to face Donald
Trumpin the November elections. Notably,
Trump's campaign has guined momentum
of late, The failed attempt on the former
President’s life during s recent rally has
only boosted His pupularity Fielding an
experiznced woman o take on the Repub-
lican enttender 15 notenough, The Democ.
ratic Party 'must talie conerete stepa i
prrove to The slectorate that Famala is better
positicned to lead the country than Tramp.
SHALIRYA LALL 7IRGKPLUR

Netasmust leam from USSS boss
Redier torthe story*Dur sig niffeant fathime: Seemet
Servive chiel on Trump shooting’: the director
ofthe LS federal lawen firoement ageney, Kim:
ety Chestle, has done well o take full reepor-
sibulity frir the sttack thatwounded formes Pres
bdent Donald Traomp during o recent rally in
Prnnavivania Though the United Stabes Seemet
Service (USS5) chief had initily mbuffed the
calls o resgn, she did admt i no uncertain
terme that the sssuseination atempton the e
Presacent was the agency's most sigrificant
operatiznal faiure medecades Contrust thiswith
how theministers, wenforement officinks and
‘buresucrats here i Indin respond to o bpee,
Olur deaders can Jearn o thing or tw about
avcounishility from the USSS boes.

AVINASH GODBOLEY, DEWAS (MP)

The guota quandary
Widesmresd vidlence recently brole cul in
Bangladesh over ¥ qrots that reserved 30 per
tent of the government johs Eir the relatrves of
veterans who had fought in the 1971 war of
independence. The stic brought hudi !'n*m:\rr*
inIndiain

tiem of the Mandal Commuzsson Repart, which
had pushed
Jubs forthe SC, 8T and DBC categones o 4945
‘percent. Politicd parties in Indio must doaw bes-
somes from the Banghadesh eprsade and change
Vheir sfance on meservation.

VINAY KUMAR MALHOTRA, AMBALA CANTT
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tax rate on long-term
gains on all financial and
non-financial assets

BUDGET & TAXATION 1

204

taxrateon
short-term gains
on specifiex
financial assets

""The provisions of the Budget will remove
bottlenecks in supply chain and lend
strong support to industries"

ICALYAN KRISHNAMURTHY, CEO, Flipkart group

ANGEL TAX, EQUALISATION LEVY DROPPED

FM’s tax measures
seek towiden
net, cut litigation

LOOKING UP

SHRIMI CHOUDHARY
New Delhi, 23 July

eepening the tax base, reduc-

inglitigation, and ensuring tax

certainty for taxpayers with a

long-term vision to reform the
taxation framework have been empha-
sised in the Budget.

Also, Sitharaman did away with
angel tax and equalisation levy. She also
announced a comprehensive review of
the decades-old Income Tax Act in
six months.

The end of angel tax for all investor
classes will spur investment in startups,
a sector that has been starved of funds
since the onset of the so-called funding
winter. Angel tax is applicable when

Gross tax receipts (¥ trn)

FY24
Provisional
: Actuals
34,64 o
L .
FY25
Budget
Estimates
-g i .
- 384 o

-—
—— e = Tl

Source: Budget documents

Budget slashes Customs duty on slew
of items, assures rationalisation of GST

SHREYA NANDI & SHRIMI CHOUDHARY
New Delhi, 23 July

Finance Minister Nirmala Sitharaman on
Tuesday tweaked the basic Customs duty
(BCD) on aslew of items such as mobile
phones, gold, critical minerals, telecom
equipment, marine products, among
others, to give a leg up to domestic
manufacturingand boost export
competitiveness. Atthe same time the FM
assured further rationalisation of the goods
and services tax (GST) regime

shares issued by a privately helc

"My prop di intend

exceed their fair value. The tax was intro-
duced in the 2012 Budget to arrest fund
laundering for domestic investors. Later,
it was extended to foreign investors.

The proposed amendments to the
angel tax regime will be made effective
from April 1, 2025, and will be applicable
from assessment year 2025-26.

“First of all, to bolster the Indian start-
up eco-system, boost the entrepreneurial
spirit and support innovation, I propose
to abolish the so-called angel tax for all
classes of investors,” Sitharaman said in
her Budget speech.

Amit Maheshwari, tax partner, AKM
Global, said: “Since its introduction, the
startup community has seen waves of tax
scrutiny on account of this levy. However,
suitable guidelines and safeguards are
expected in that respect.”

Big Tech such as Amazon, Netflix, and
Google will be relieved over the removal
of the equalisation levy, which was a2 per
cent tax on the profits of non-resident dig-
ital companies providing services to
Indian firms. This is in line with the global
tax deal pursuant to the pillar one solution
developed at the OECD (Organisation for
Economic Cooperation and

Development) G20 inclusive framework.

The proposed removal of the 2 per cent
levy will come into effect on August 1,
2024. The 6 per cent levy on online adver-
tisements and related services will con-
tinue. Other than tweaking the slabs of
personal income tax, raising capital gains
tax on listed securities, and taxing buy-
backs in the hands of the recipient, there
are tax exemptions for venture capital
funds, retail schemes, exchange-traded
funds, and others located in International

tosupport domestic manufactunng,
deepen local value addition, promote
export competitiveness, and simplify
taxation, while keeping the interest of the
general publicand consumers
paramount,” Sitharaman said while
announcing the Union Budget 2024-25.

0n GST particularly, she said: "It has
decreased taxincidence on the common
man, reduced compliance burden and
logistics cost for trade and industry; and
enhanced revenues of the central and state
governments. The Budget also proposes
several amendments in the central GSTAct
in line with the recommendations of the
GSTCoundl.”

Thefinance ministrywill alsodoa

i iew of cture

overthe nextsix months to “rationalise and
simplify it for ease of trade, removal of duty
inversion and reduction of disputes”.

Forinstance, in the interest of
consumers, the government has proposed
to reduce the import duty on mobile
phone, mobile PCBA and mobile charger to

Mobile phones, telecom equipment now
attract alower rate of Customs duty

15 per cent from 20 per cent. The

decision comes against the backdrop of a
three-fold increase in domestic
production and almost100-fold jump in
exports of mobile phones overthe last six
years, a clear signal that the mobile phone
industry has matured.

Importduty on gold, silver, platinum
and jewellery has been reduced to
enhance domesticvalue addition in these
precious metals.

Gems and Jewellery Export Promotion
Council (GJEPC) Chairman Vipul Shah said
the reduction inimport duties on gold and
silverto 6 per centand platinumto 6.4 per

centisamajor boost forthe industry.

Financial Services Centres, such as the
GIFT City in Gujarat.

Corporation tax payable by foreign
companies has come down from 40 per
cent to 35 per cent; and de-penalising of
not reporting small foreign assets is up to
20 lakh. Other than these, there is a new
block assessment scheme for search and
seizure. For reassessment, the time limit
has come down from 10 years to five,
accompanied by a rationalisation of the
procedure. “The cut in the tax rate for for-
eign firms and the abolition of the equal-
isation levy were a surprise. Logically

these would be replaced with alternative
levies in the runup to implementing Pillar
one obligations,” said Rohinton Sidhwa,
Partner, Deloitte India. Just as significant
is the measure to provide immunity from
penalty and prosecution to the benamidar
on full and true disclosure by amending
the Benami Transactions (Prohibition)
Act, 1988. Benami transactions pertain to
properties held by a person but paid for
by another. The amendment will also
the time limits for
of property and reference to the adjudi-
cating authority.

THE FINE PRINT

Setting the stage for India’s
sustained economic growth

ZARIN DARUWALA

The full Budget for FY25 sig-
nals policy continuity and
retains focus on fiscal consol-
idation, a central tenet of the
previous government. It also
underscores the govern-
ment's key focus areas which
are fiscal prudence, job cre-
ation, infrastructure capital
expenditure (capex), and sim-
plification of the tax regime.

The fiscal deficit for FY25
was pegged at 4.9 per cent,
well below the 5.1 per cent tar-
get presented in the Interim
Budget in February 2024. The
government has judiciously
used available fiscal head-
room from the higher-than-
expected RBI dividend and
strong tax collections to
increase expenditure in key
sectors such as agriculture
and labour, while simultane-
ously accelerating fiscal con-
solidation. Further, the gov-
ernment has also laid out a
credible plan to achieve an
even lower fiscal deficit of 4.5

per cent of GDP by FY26. The
projected decrease in govern-
ment borrowing, combined
with the ongoing inflows
related to India’s bond index
inclusion, is positive for
fixed-income markets and
will help reduce borrowing
costs across the economy.
Reining in the fiscal deficit
also augurs well for a
sovereign rating upgrade.

It is worth noting that the
share of capex in total expen-
diture (3.4 per cent of GDP)
remains at the highest level
since FY05, while maintain-
ing fiscal prudence. This
bodes well for capital forma-
tion, employment, and the
‘manufacturing sector. A spe-
cial package was announced
for eastern states that includ-
ed fiscal support for the con-
struction of roads, airports,
medical colleges, power
plants, etc.

The Budget had a strong
focus on employment gener-
ation with measures includ-
ing a wage incentive for first-
time employees entering the
formal sector, three new
schemes for job creation, and
support for the MSME and
agri sectors, which are large
employment  generators.
There was also an emphasis
on skilling with the
announcement of a plan to
skill two million youth, an
internship programme for

young students, and an annu-
al  interest subvention
scheme of 3 per cent for
100,000 students.

Several support measures
were announced for the
MSME sector, which
accounts for about 30 per
cent of GDP and provides
employment to over 120 mil-
lion Indians. The measures
include credit guarantee
schemes, doubling of the
Mudra  loan

Code (IBC) process.

Onindividual income tax,
a higher standard deduction
and expansion of slabs were
announced — both applica-
ble under the new simplified
tax regime. These will pro-
vide a fillip to household con-
sumption while spurring
higher adoption of the new
simplified tax regime.
Abolishing the angel tax is a
very progressive step and will
encourage new investments
in the startup sector.

On the sustainability front,
the announcement to set up
the Critical Mineral Mission
for domestic production,
recycling of critical minerals,
overseas acquisition of critical

mineral assets,

limit, as well THE PROJECTED and the exemp-
as guaranteed DECREASE IN GOVT tion of customs
funding for BORROWING, duties on 25
stressed com-  COMBINED WITH critical miner-
panies. ONGOING INFL als, will ensure
Further, RELATED TO INDIA'S  access tosstrate-
Covid-related ~ BOND INDEX ENTRY, gic rare earth
learnings from 1S POSITIVI supplies, and
theECLGS—a  FIXED-INCOME help  achieve
scheme that MARKETS net-zero emis-
benefitted 119 mmmm— sion targets.

million To conclude,
MSMEs  and this Budget has
CGTMSE — have been incor- shown the government’s

porated.

The Budget has several
business-friendly measures
such as the plan to simplify
the GST regime, overseas
investments, FDI, Esops,
TDS, etc.

The creation of a platform
for the debt resolution pro-
cess, and an increase in the
number of debt tribunals will
improve the efficiency and
transparency of the
Insolvency and Bankruptcy

strong commitment to policy
continuity, job creation, and
infrastructure thrust, while
maintaining fiscal prudence.

The multiplier effect of
the measures announced is
likely to accrue in the coming
years and put India on the
path to sustained economic
resilience.

Thewriter is CEO, India and
South Asia, Standard
Chartered Bank
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MODI 3.0: THE ROAD AHEAD

TAXATION BOOST

TAX COLLECTIONS
TRENDING HIGHER

DIRECT TAX MOPUP GROWING
FASTER THAN GDP

Sources: Income Tax Department, . 85
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CHALLENGES @

0 Better compliance from
businesses, aswell as
inflation contributed to
record collections.
Sustainability of this
growth is likely to be
closely watched

0 Higher collections

have also resulted in
calls to simplify the goods
and services tax (G
structure, which can be
challenging given
contentious issues such
asthe inclusion of petrol
under GST

TAKEAWAYS

0 Intent to simplify and
rationalise the tax structure
under GST. There will also be
amove towards expanding it
to othersectors

Q Simpler TDS structure and
tax regime for charities.
Changes to reassessment and
search provisions and capital
gains taxations

‘Panel of secretaries working on simplification of FDI rules’

Agovernment panel is working on simplification of foreign direct investment (FDI) rules,
including speed of approval of proposals as well as switching to an automatic approval
mode, Commerce and Industry Minister PIVUSH GOYAL told Shreya Nandi in New Delhi in a

post-Budget interview. Edited excerpts:

The Budget talks about
simplification of FDI rules...

We have worked out a few things that
the committee of secretaries is
examining. There will be
simplification in terms of processes,
procedures, and speed of approval. We
could put some items in automatic
approval mode instead of
(government) approval mode. It's a
mixed bag, there are many things
there. They will put it up with the
finance minister, then the Prime
Minister, and then it will go for
Cabinet approval.

Does it mean that Foreign Investment
Promotion Board (FIPB) type of a

structure will be back again to speed
‘up FDI proposals’ approval process?
Idon’t know what will happen and
whatwill not happen.

There has been a surge in gold
and silver imports over the last
few months. What’s the
rationale behind the reduction
inimport duty?

0&A

19, we needed to put stronger curbs on
gold imports. Now we are in astrong
position, foreign exchange reserve is
strong. When formal gold is imported
(through the official route), it only
helps our economy further, in the
sense that it is a part of our wealth
creation. Duty reduction in gold and

silverwill result in employment and
business growth. Value addition
ingold jewellery will also boost
exports, including e-commerce
exports.

To what extent s the decision

Areductionintheb: stoms duty
(BCD) ofgold to 6 per cent (from 15 per
cent) will re This

angel tax boost startups?
More importantly, there was always
this concern about valuation since

decision was laken keepinga few
things in mind. The wedding season is
around the corner, plus now the
economy is in a good shape. When the
economy was in trouble, during Covid-

startup shares can’t be valued at book
value or asset value. Itis very often an
ideavalue or potential value. You have
torecognise and respect that the idea
gets the value and not just the asset.

66 ASFARAS E-(OMMERCE EXPORTHUBS ARE
CONCERNED, WEWILL STARTWITH10-15 HUBS,
JUDGETHE INTEREST OF TRADE, BUSINESSAND
EXPORTERS. IFWE GETA GOOD RESPONSE, WE
WILLSCALETHEM UP. WE CAN IDENTIFYTHAT

DURING (ONSULTATION WITH &
THEINDUSTRY"

PIYUSH GOYAL
UNION COMMERCEAND INDUSTRY MINISTER

The Budget b

detail indue course.

parks and e-commerce export hubs...
People are sayingitis only Biharand

Andhra Pradesh, but (the fact s) there
are12industrial parks and they are all
over the country. Often you announce
only one or two as an example, but the

As far as e-commerce export hubs
are concerned, we will start with 10-15
hubs, judge the interest of trade,
business and exporters. If we geta
good response, we will scale them up.
We can identify that during

consultation with the industry.

Budget speech saw no mention of a
production-linked incentive (PLI)
scheme, but the customs duty
structure was rejigged...

‘Well, the final print will be clearer
after some time. But she (FM Nirmala
Sitharaman) has talked about
employment-linked incentives.
There are different ways of
incentivising manufacturing.

Customs duty rationalisation is
expected over the next six months.
Will there be proposals from the
commerce and industry ministry?
‘We work as one government. As
each of these schemesare rolled
out, various ministries will come
up with proposals. Pharma,
chemicals and other industries
may have some proposals.
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Fiscalbalance amid
coalition compromises

Tinkering with rates proposed in the Budget does
not change the protectionist stance and thereisa
need for rethink on the issue

POLICY PILLARS

M GOVINDA RAO

he much-awaited first Budget
I of the third Narendra Modi
government is on predicted

lines. This is the seventh straight
Budget presented by the finance
minister. The Budget attempts to set
priorities for the long-term goal of
achieving “developed-country” sta-
tus in the centenary year of
Independence. At the same time, it
has taken cognizance of coalition
compulsions and has acceded to the
demand from the allies whose con-
tinued support is critical. Most of
the revenue and expenditure num-
bers are quite close to those present-
ed in the Interim Budget except for a
substantial increase in non-tax rev-
enue due to a higher dividend of 22.1
trillion as against 1 trillion given in
the Interim Budget. There is a
marginal improvement in the deficit
estimates.

The Budgets presented by Finance
Minister Nirmala Sitharaman have
acquired three desirable features.
First, they are more
transparent and there

the pivotal coalition partners were
able to extract substantially higher
packages. Bihar was able to get an
allocation 0f326,000 crore for atwo-
lane bridge over the Ganga in Buxar
and another321,000 crore fora new
2,400-Mw power plant in Pirpainti.
Besides, several road-connectivity
projects, new airports, medical
colleges, tourism projects, and sports
infrastructure have been promised to
thestate. The state isalsoa part of the
proposed “Purvodaya” — an all-round
development of the eastern part of the
country. Andhra Pradesh was also
able tostrike agood bargain. The state
will receive 15,000 crore for building
anew capital as promised in the
Andhra Pradesh Reorganisation Act.
The finance required for the
completion of the Polavaram
irrigation project will be provided.
‘The Budget has also promised to
provide funds for creating essential
infrastructure such as water, power,
railways, and roads on the
Visakhapatnam-Chennai industrial
corridorand the Hyderabad-
Bengaluru industrial corridor.
Additional funds have been allocated
for capital investment in backward
regions of Rayalaseema, Prakasam,
and North Coastal Andhra. Even
though itisasouthernstate, it is part
of the “Purvodaya” project. The
outlay on these is likely tobe
substantial not only this year but also
inthe years to come.
The problem with such
asymmetric arrangements is that they
lack objectivity. These
decisions arise from

arenohiddenitems The time has cometo  theconfiguration of
and off-Budget withdraw the option  political powerand the
liabilities. That helps to PR ruling party can
understand the .Of paying mmm? tax always entice other
macroeconomic inaccordance with  ;ufits o align with it
implications better. the old regime and todemand more
Second, in the post- rationalise the rates funds. Thisis against
pandemicera, there in the new thelong-term interests
hasbeenaconcerted of having a healthy
attempt at fiscal and sustaining

consolidation towards
containingthe fiscal deficit target of
4.5 per cent of gross domestic product
by 2025-26. The minister has
promised to continue to reduce the
fiscal deficit even thereafter, bringing
itdown each year tosteer central
government debt on the declining

federalism. Thereisa
‘mechanism for objectively making
transfers through the constitutionally
mandated Finance Commission, an
expert body that could be entrusted
with the task of assessing the
requirements. The coming years will
see ds ds from

path, though the extent and the
timing of this are unclear. Finally,
fiscal consolidation has been done
whilessignificantly increasing the
capital outlay to keep up growth
momentum in the economy. The
capital outlay of the Union
government relative to gross domestic
product (GDP) has shown a steady
increase from 1.7 per cent in 2019-20
t03.4 per cent in the 2024-25 Budget.

Asmentioned above, the deficit
numbers are marginally better than
those presented in the Interim
Budget. The fiscal deficit is now
estimated at 4.9 per cent (of GDP)
instead of 5.1 per cent and the revenue
deficitis estimated at 1.8 per cent as
against the estimated 2 per centin the
Interim Budget. As compared to the
provisional actuals, the fiscal deficit is
lower by 70 basis points from 5.6 per
centto4.9 per centand the revenue
deficit is lower by 80 basis points from
2.6 per centto 1.8 per cent. It may not
bedifficult toreach the fiscal deficit
target of 4.5 per cent, or even better it
nextyear.

The additional dividend of 1.1
trillion received from the Reserve
Bankof India over the estimate
presented in the Interim Budget was
used mainly to meet the demands of
the two major coalition partners.
While the Union government desisted
from conceding “special-category”
status to Biharand Andhra Pradesh,

coalition partners, and it remains to
beseen howtoavoid them.

Achieving “developed-country”
status requires being competitive. No
country hasachieved a consistent 8
per cent annual average growth rate
foralong period by keeping tariffs at
elevated levels. Tinkering with rates
proposed in the Budget does not
change the protectionist stance and
there is a need for rethinking on the
issue. Similarly, the time has come to
‘withdraw the option of paying income
taxinaccordance with the old regime
and rationalise the rates in the new.
‘The best-practice approach to tax
reform is to have a broad base, low and
lessdifferentiated rates, and asimple
system. Loading the tax policy with
several objectives by giving tax
preferences only increases
compliance costs and creates
distortions. There aresix rates of
personal income tax now and these
can be reduced to three without losing
revenue. Hopefully, the
rationalisation will be done sooner
rather than later. The finance minister
touched upon expanding the base of
goodsand services tax (GST), and
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Sustaining the India story

The quality of expenditure continues to improve

MACRO PICTURE

AKASH PRAKASH

here was a lot of interest in the

I Budget from global investors.

How would the government react

to its weaker electoral performance?

‘Would we see a lurch towards populism

as has been seen in the recent state

Budgets? Would we see some new

reform measures in line with the trans-

formational change rhetoric from the
government pre elections?

The finance minister has maintained
her fiscally conservative stance and
thankfully shows no change in economic
direction. The quality of expenditure
continues to improve. Capital expendi-
ture (capex) continues to be prioritised.
‘When we compare this Budget with the
figures given in the Interim Budget of
February, some trends are clear. Revenue
receipts for FY25, as expected, are higher
by almost 31.28 trillion over the figures
presented in February 2024, but this is
entirely due to higher non-tax revenues
of1.46 trillion [largely the Reserve Bank
of India (RBI) dividend]. Net tax rev-
enues, surprisingly, are shown lower by
18,000 crore (entirely due to the higher
share of states by 327,500 crore). So how
was this revenue windfall of31.28 trillion
planned to be spent? Revenue expendi-
ture is budgeted to be up by 54,744 crore
over the interim numbers despite inter-
est payments falling by 327,500 crore. So
revenue expenditure ex interest pay-
ments is up by 382,244 crore, only 3.33
per cent. The balance of the revenue
windfall was used to lower the fiscal
deficit by ¥72,182 crore. The fiscal deficit
target was cut to 4.9 per cent of gross
domestic product (GDP) from the origi-
nal Interim Budget target of 5.1 per cent.
So yes, there was a revenue windfall for
this year but more than half of it was
used to lower the deficit, rather than
increase revenue expenditure. All the
fear of the government turning populist

has been just plain wrong.

None of the windfall was used to
increase capex, a possible acceptance
that there are limits to effective absorp-
tive capacity by the government. Capex
has trebled in the last five years, and is
now likely to grow slower from here.

Looking at the fiscal deficit, we had
an 80 basis point correction in FY24 (6.4
per cent to 5.6 per cent) and are now tar-
geting another 70 basis point correction
in FY25 (5.6 per cent to 4.9 per cent).
Despite this contraction, we have been
able to maintain 7 per cent GDP growth.
The fiscal correction needed to get to the
4.5 per cent FY26 target is much less and
will be a smaller drag on future growth.

Looking at the Budget arithmetic for
FY25 over the actuals for FY24, the num-
bers look credible as has been the case
the past few years. Revenue receipts are
budgeted to be up by 14.68 per cent, driv-
en by a 36 per cent rise in non-tax rev-
enues (RBI dividend). Net tax revenues
are budgeted to be up only 11 per cent,
very conservative in my view, given that
nominal GDP is targeted to grow at 10.5
per cent. Revenue expenditure ex inter-
est payments is growing at only 4.78 per
cent, with capex poised for another 17
per cent increase — again improving the
composition of expenditure. The rev-
enue deficit is down Z1.85 trillion (2.6 per
cent to 1.8 per cent of GDP) and the fiscal
deficit is down in absolute terms by
340,358 crore.

ILLUSTRATION: BINAY SINHA

[

Subsidies are poised to drop by%32,000
crore in FY25, with significant increases
in outlays for education by 15 per centand
health by 13 per cent. Rural development
has also seen an increase in outlay of 11
per cent to 2.65 trillion. There has been
no increase in outlays for the rural job
scheme under the Mahatma Gandhi Rural
Employment Guarantee Act, the Jal
Jeevan mission, or the PM Garib Kalyan
Yojana. The only scheme that has a large
increase is the PM Awas Yojana, which has
gone up from ¥54,000 crore to almost
385,000 crore (56 per cent jump).

Strategic disinvestment seems to be
more or less dead. There was no mention
of selling public-sector banks or any oth-
er government companies. The disin-
vestment target remains at 350,000
crore, a level similar to that of previous
years. There seems to be no attempt to
use the elevated valuations of public-sec-
tor stocks to accelerate monetisation.

In the coming year, market borrow-
ing will drop by 14,500 crore in abso-
lute terms for G-Secs and by 331,000
crore for small savings. The debt
receipts number will drop by even more
because cash is drawn down. Rates
should remain benign.

From a market perspective the
increase in long-term capital gains for
equities is disappointing. The entire rev-
enue-raising exercise seems to have fall-
en on the equity markets as we are going
to have higher long-term and short-term

A commitment totax certainty

-/

TAX & GROWTH

MUKESH BUTANI

atapulted by a historic third man-
C date by the populace of India, the

National Democratic Alliance
(NDA) government looked ahead to a tri-
fecta of growth, gumption, and glory.
Even as the global order reels under the
spectre of policy uncert,amnes and an
uncertain political India

and goods and servicestax collections
hasbolstered Finance Minister Nirmala
i { intainthe

fiscal deficit road map. A7 percent
growthin Fy25will furtheradd totax
buoyancy, ashigher corporate earnings

introduction of the Vivaad se Vishwas
Scheme2024, of safe
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capital gains tax and also higher securi-
ties transaction tax. Beyond making
India less attractive to global investors,
who pay no tax anywhere else in the
world, it also puts into play tax policy
uncertainty. What will be the ultimate
long-term capital gains tax rate? This
may not matter today because India is
delivering high returns, but will in the
longer run as we have to compete for cap-
ital. Our vibrant capital markets are a
competitive advantage, and we are going
to raise only about 330,000 crore from
these tax hikes?Is it worth risking market
sentiment for such a small raise?

The schemes to encourage employ-
ment make sense. Encouraging compa-
nies to hire fresh workers and provide
internships is a good idea. Government
subsiding part of the cost reduces friction
in hiring, However, implementation is the
issue. Similarly, skilling is a critical need
and it is good to see the focus on this in
the Budget.

‘The plan to encourage research in agri-
culture and launch new varieties of
‘weather-resistant crops is also a critical
need. The plan to encourage digitisation
of land records and reform urban plan-
ning is very significant. It can be a game
changer if implemented fully.

‘The focus on ease of business, energy
transition and micro, small and medium
enterprises is all sensible. As always
implementation will have to be observed.

Thankfully angel tax is gone. The
reduction in effective tax rates for the
middle class through higher standard
deduction and rationalisation of tax rates
will release about 230,000 crore for this
section of society. It is much needed and
will boost flagging consumption. We
would have hoped to see meaningful
direct tax reform instead of a committee,
but at least there is a time limit given for
the report. It is good to see the focus on
productivity, the ultimate driver of sus-
tained economic growth.

Net net this is a reasonable Budget.
The finance minister has maintained fis-
cal discipline, and avoided the tempta-
tion to dole out freebies. Borrowing has
been contained, some structural reform
has been attempted, and measures to
tackle unemployment and skilling have
been put into motion. Nothing very
exciting but nothing to derail the India
story either.

Thewriteris with Amansa Capital

Inlinewiththeindustry’s
i he capital gain:

harbour rules, and rati ionof

ta it rationalised. The

transfer pricing, a
major challenge formultinationals.
Theintroduction of the taxdispute

ttlement

andincreased coupled
with GSTmomentumdueto’ hlgher
demand,

transformative impacton India’stax
Beyonditsi i

Thefirst Budget ofthe. MOdl 34 0 was

proposed periods, 12months
and 24 months forshort-termand long-
term capital gains, respectively, along
with ataxrate of 20 per cent for certain
short-term capital gainsand 12.5 per cent
forma]orlong term caplral gains, ensure
The

expected tomirror jons of
Indianinterests en masse. Ms
Sitharaman, through aseries of fiscal

vindi thethe
Prime Minister’s vision. Fromatax
int, the Budget relief
forindividual taxpayers and

entrepreneurs, including the abolition of
thedraconian angel tax. Accordingly,
crucial sectorslike energy,
manufacturing, telecom, and
manufactunngmll witnessa

impact.A

ofsettlin, 3 afairand

without ofinterestand removal of mdexauon forlong-term

penalties, the potential jonsand the parit

toalter thelitigation landscape. intaxation between residents and non-
‘This notonly provi butalso i herreis irnessof

aimstoreduce thestrainonIndia's
judicial system, known for its backlog of
i Tl i o

amendments. While the proposals
streamline therates, the taxburdenon

bringaboutawave of resolutionsand a
clear pathtocertainty. Reduced litigation
burdensand clearer tax positionsare

‘market il illincrease.
Budgetalso proposessimplifying
reassessment procedures. Instead of the
existing 10-yeartime limit, ayear under

expected

andimprovetheoverallb
It

has steered its course as a champion for
sectoral transformations and societal

review of the extant 196  taxlawinthe
nextsixmonths will precede

normal can’ for
1is a five ixyearsin
not merelya fiscal strateg caseofasearch '['hereducedtlmellmlts
butapivotal step an will h yand
environment of trust, clarity, and mmlmlsedisputes

economicebullience inIndia’stax

exceptionalism. amendments.

'ax,asa t d 'ax certaint ispute
forsocial superpowers, dui i h of
forboth d fthe madeinthe Budget,

anr

Thevituperative stranglehold of angel
taxhasbeenabolished, Wthh hasbeena

Equipoised on the contours of fiscal

attainment of tax certainty, the Budget
announcements ushera neweraoftax

and Policy
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INDIRECT TAXES

V'S KRISHNAN

hy does the Budget in India
evoke so much hype and
expectation? Normally, it

should be regarded as a routine annual
accounting exercise, as in many other
countries. The reason for this differ-
ence in India lies in the reforms of the
1990s when the Budget became a medi-
um for announcing widespread policy
reforms and signalling medium- and
long-term priorities.

Inthis Budget, the emphasis was
‘more on programmes than on policies,
reflecting the government’s serious

hopefully that will be taken up in the ‘world’s largest The cheme for settling long- and rationalisat ion. Asan
next GST Council meeting. marvellous post-Covid recovery and pasttaxdisputes. Inthislight, the 202,4 venture mveitment ecosyslem Thisadds  enabler, FinanceBill T heraldsa

taxcollections, witha Finance Bill Il edifi toth arsenal pringti for the
The writer was member, Fourteenth decadal highof11.8 percenltax t0-GDP, push for foreign investment and forent Ttwill ‘nation’s premier tax
Finance Cq ission, and ial i hrougha help it ‘burdenand legislation.
National Institute of Public Finance | approach of 1 taxadmmlstranons This, chain of’: such a: ingeasy

further ini timeline: flow of capital. Thewriter is with BMR Legal
L
concernsaboutemployment, especially  are decided by the GST counciljointly ~  jewellery and platinum), mobile ‘materials/components. Perhaps, thisis an opportune time to

youth unemployment. The priorities
outlined by the government sought to
address thisarea in many ways. What
‘was gratifying, however, was that the
government continued tosignal its
commitment tofiscal prudence by
keeping the fiscal deficit asa percentage
of gross domestic product or GDPat4.9
per cent for the current fiscal year
(against the target of 5.1 per cent) and
promised to reach 4.5 per cent next year.
On the taxation side, both for
indirect and direct taxes, the approach

by the Centre and the states. The
Finance Minister, however, did mention
that going forward there would be
rationalisation of rates and
simplification of the procedures soasto
improve the ease of doing business. The
specific proposals have been on the
Customs side where the government
has again thrown away the opportunity
tobring down the average Customs duty
rate of 18 per cent to less than 10 per
cent. Within this, the Budget could have
outlined a three-tier duty structure —

hasbeen tosimplif}

slowly phase out the multiplicity of
schemes and exemptions. The other
priority area has been to reduce tax
litigation. In this endeavour, the value
limits for filing appeals in the legacy tax
caseson the indirect tax side like excise

with rateonraw
materials/components, aslightly
higher rate on intermediates, and the
highest rate on finished products. This
would also have corrected the inverted
duty structure across the board.
Instead, the government has opted fora

and service taxes has b
Priority has also been accorded to
digitisation of taxpayer’s services so as
to make the tax payment experience
lessstressful.

The introduction of goods and
servicestax (GST) has precluded policy
announcements in the Budget, as these

sector-by .

reduced [he basic Customs duty on raw
material/components fora number of
industries, which have done well on the
exportsidelike marine export (stock
and feed for shrimps), gold jewellery,
and platinum (signi reduction on

phones and accessories like chargers,
and on certain components used in
electronic products.

The Budget alsosignificantly
reduced import duty on capital
equipmentused for manufacturing
solar cells and panels, and on critical
minerals used in strategic sectors like
space and nuclear power. It also
provided relief for specific inputs used
by labour-intensive industries such as
leatherand textile.

Toaddress the problem of duty
inversion in textiles, the government
reduced basic Customs duty on inputs
like methylene diphenyl diisocyanate
(MDI) used in the manufacturing of
spandexyarn. In consonance with
India’s climate goals, the government
increased basic Customs duty on
plasticslike PVC Flex banners, which are
non-biodegradable and hazardous for
theenvironmentand health, tocub
theirimports.

However, more could have been
done for these industries to achieve the

the basic customs duty for gold

objective by givingimport
duty reliefs on awide spectrum of raw

Aninteresting aspect of the Budget
speech was that the government would
prepare a ‘economic policy framework’
for reforms in factor markets, such as
land (impacts agriculture and
urbanisation), labour

create a GST Council-like structure for
land and labour market reforms. Such
an institution can help build consensus
for these reforms. One idea that the
government could borrow from the
earlier Empowered

(impacts healthand Committee of Chief
eduiation), and The F"dget could }_1ave Ministers
entrepreneurship, to outlined a three-tier (implementing the
boost total factor Customs dutystructure—  earliervatreform)isto
productivity growth. with minimum rate on vestleadershipin
This is signifi N these bodies with
because thereformsof 1o aslightly et ministersor
the1990s concentrated  Nigher rate on finance ministers
onproductmarketand  intermediates, and the from Opposition-
tariff policy reforms. highest rate on finished ruled states, thereby
The new framework products. This would also fosfteriﬂggré:alerbu\}]{
can provide interesting in for the reforms. This
ideas for reforms, have corrected the would align with the
especially in the inverted duty structure recent observation of
regulatory framework. ~ across the board the Prime Minister
However, the reforms that “desh is more

that the central important than dal”.

government could implement alone
have largely been completed, and
factor market reforms would require
active cooperation and consultation
with state and local governments.

Therefore, the clarion call for moving
towardsa “Viksit Bharat” must be three
cheers for cooperative federalism.

Thewriter is former member, CBIC
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DESPITE LEAK OF QUESTION PAPERS IN HAZARIBAGH, IN OTHER JHARKHAND TOWNS AND PATNA...

No Retest of NEET-UG Exam, No
Indication of Systemic Breach: SC

There's lack of material to substantiate that sanctity of exam stands vitiated, says top court

TeamET

Now Delhi: The Suprame Court
on Tuesday held that ordering a
retest of the antire NEETUG ex-
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Individually met candidates to mobilise them, secured post-dated cheques: CBI
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OPINION

The Budget has adopted an apt stance for the present macroeconomic context,
and poll outcomes have led to a focus on employment; but Viksit Bharat
ambition calls for significant structural reforms

Fiscal stance just right

BUDGETING FORTHE
COMMON GOOD

The FM has addressed unemployment and
rural distress while sticking to fiscal discipline

INANCE MINISTER NIRMALA Sitharaman

deserves full marks for. a Budget thal continues on

the path of fiscal lit-

tle more to boost demand. The unambiguous focus

on jobs, skilling, small and medium units, and the
rural economyis probably the result of lessons learnt from the
fractured election verdict. The Budget clearly reflects the
changed political dynamics, including the government’s
reliance on coalition partners,and the realisation that unem-
ployment and rural distress played a role in the electoral set-
back. It’s a blessing in disguise as the Budget measures sug-
gest a shift to a more equitable growth and are aimed at

ting small enterprise:

These include an increase in social welfare spending, helped
byabigger dividend transfer from the Reserve Bank of India,
and relief for both small taxpayers and investors.

At%48.2 trillion, the Budget is not expansionary; the sur-
plus has been split between additional revenue expenditure
0f355,000 crore and the consolidation of the fiscal deficit to
4.9% of the gross domestic product. The lower net market
borrowings of ¥11.6 trillion will help keep interest rates in
check. Importantly, the intent to reduce government debt
over the years should soon earn India a rating upgrade.
Indeed, it’s a very conservative Budget with gross tax rev-
enues tipped to grow by 10.8%, at an assumed buoyancy of
only 1.1 compared with 1.4 last year, and the nominal GDP
at 10.5%. A 70 basis point contraction in the deficit might
not impart a negative fiscal impulse because the quality of
the expenditure is good with more capex, and also because
the RBI dividend is coming in more as a transfer from over-
seas rather than any local financial repression.

The unchanged capex outlay of
X11.1 trillion should drive home the
message to the private sector that it
is time to start investing meaning-
fully.Theincreasein theallocation of
interest-free loans to state govern-
ments by 15% will help boost infra
spends, while the %10 trillion for
affordable housing will help boost
construction activity. The govern-
ment is clearly looking to help small WAS OVERDUE
enterprises with credit and to create  [0LJ
jobs with an outlay of 2 trillion on
five new schemes. Several skilling,

ips,and training have been talked
of,targetted at 40 million youth. Theseare good ideasand the
pri ‘must doitsbit.Th has cash trans-
fers for first-time formal workers and incentives for Employ-
ees Provident Fund Organisation contributions.

The governmentwi
neurs with higher Mudra loans of ¥20 lakh to those eligible.
Some measures sound imprudent — asking state-owned

risks for mic mall,and medit
prises. ratherﬂxanrelyon extemal agencies, covering unitswith-
outa upport these
units in times of stress. Smce the government is providinga
credit cannotdemur.T! agendato
push manufacturing with the setting up of a dozen industrial
parks. The FM has spoken of simplifying foreign direct invest-
ment norms, which should be accompanied by casier labour
normsand Th -
licprivate partnerships — i
ingto promote projects.To boost local manufactunng,the gov-
ernment has cut import duties on a range of goods such as
preclous metals and copper. However, protectlumsm through
higher uch as those on select telecom —can-
not make Indian firms competitive. The decision to abolish the
angel taxisa good one because the risk of losmg out on blg
invests ina afewcases
valuation, i notworthit. Moreover, doi viththe
2% equalisation levy s also a good move.

Of the many other tax changes, the relief to the small tax-
payerwho gets an additional 17,500 in his pocket was over-
due given the high inflation of the past few years. The cut in
the corporate tax rate to 35% for foreign companies will
encourage investments including in global captive centres,
which are big employment generators. The markets may be
miffed about the higher short-term capital gains tax on finan-
cial assets of 20% as also the move to tax the gains from buy-
backs in the hands of th ipient,but
can afford this.As has been pointed out, more than 60% of the
capital gains is being collected from persons with an annual
income of over ¥1 crore. The relatively well-off may agonise
over the withdrawal of indexation benefits on the sale of real
estate, but they have enough going for them. It was time to do
something for the common man.

AN ADDITIONAL

llentrepre-

Focus on jobs, skilling
and the middle class

MBOLDENED WITH "“MAKE these, the trade map has stirred the energy

OF THE MANY OTHER
TAX CHANGES, THE

RELIEF TO THE SMALL
TAXPAYER WHO GETS

%17,500 IN HIS POCKET

inIndia,making for theworld’,
PM Modi’s belligerent effort to
establish India as a manufac-

and fertiliserimports for India.
As India embarks to an aatmanirbhar
(self-reliant) approach, the Budget of the

turinghubfound in

the Union Budget.. “Vikasbhi, its participation in global
virasat bhi”motto, the Budget has promis-  ply chains. The proposals have laid down a
ingly killing, isi hainby

micro, small, amd medium enterprises
(MSMEs),and the middle class.

Given the ongoing conflicts leading to
supply chain constralnts and rise in ocean

promoting financial inclusion, facilitating
logistical and infrastructural support. The
proposals on credit availability have reaf-
firmed much-needed support to MSMEs.

freight:

to rise. This has resulted in protectionism
and mercantilism, influencing India’s trade
dynamics and economic stability. As the
global economy struggles to grapple with

The ic Survey chal-
lenges faced by MSMEs on formalisation
and inclusion, limited access to finance,
markets, technology, and digitalisation,
infrastructural bottlenecks, and skilling.
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SUDIPTO MUNDLE

CHAIRMAN, CENTRE FO
DEVELOPMENT STUDIES

HIS IS A first take on the

Budget, without a

detailed scrutiny of the

voluminous  Budget

documents. I assess the
Budget througha lens consisting of
three factors. First, is the fiscal
stance of the Budget appropriate for
the present macroeconomic con-
text? Second, the outcome of the
May elections has important politi-
calimplications for the Budget; how
have these been addressed? Third,
this is the first of five Budgets
through which the present govern-
ment will set the course for Viksit
Bharat, India’s aim of becoming a
developed country by 2047. How
has this long-term  goal
been addressed?

On the first question, despite a
challenging external environment,
India’s macroeconomic position is
very comfortable. With sustained
annual growth of 7% or more, it is
the fastest-growing major economy
globally. Inflation remains moder-
ately elevated mainly on account of
high food price inflation, stillabove
the Reserve Bank of India’s (RBI)
4% target but within the 5% ceiling
of its tolerance band.

The current account deficit is
also very comfortable at less than

1%. In this macroeconomic context the
fiscal stance of the Budget seems just
right, following Nirmala Sitharaman’s
now well-known fiscal approach: High
public capex to lead growth; this com-
bined with fiscal consolidation, pro-
gressive reducing of the fiscal deficit;
meeting this dual goal by containing
revenue expenditure within limits as
enabled by revenue growth.

All three features are prominent in
today’s Budget. There is again a large
increase in capital expenditure,
amountingto over 11 trillion, or 3.4%
of GDP.The zero interest, 50-year capex
loan scheme for states has also been
retained and expanded. Despite this,
the fiscal deficit has been budgeted at
5.1% of GDP, a sharp reduction from
5.9% last year. This assumes robust rev-
enue growth of 14.7%, which in turn

SHYAM KUMAR PRASAD

prioritised over the two traditional pillars
of the social safetynet namely food sub-
idies and the relief cheme
under the Mahatma Gandhi National
Rural Employment Guarantee Act.

The demands of Bihar and Andhra
Pradesh have beenaddressed bya special
package for the entire eastern region,
covering not just for these two states but
alsoJharkhand,West Bengal,and Odisha.
The package includes road, rail, and
power projects. Inaddition, th
cial infrastr
for Bihar, such as the Kosl flood control
project and tourism related projects in
Bodh Gaya, Rajgir, and Nalanda.

In Andhra Pradesh, a generous pro-
vision has been made for the Amaravati
capital project and economic corridor
projects from Vijaywada to Chennaiand
Bengaluru, and schemes for the back-
ward Rayalaseema region.

On setting the course for Viksit
Bharat, the schemes for infrastructure
development and for productive

growth has been to grow by

only 6.206, especially c tra-

p t generation, skilling, and
ingl sectors will

ditional safety net projects, thereby
leading to the sharp deficit reduction.
On the second question — that of
the response to election outcomes —
the post-mortem made clear that the
government has to focus on employ-
ment growth. Also, with its reduced
‘maijority, the Bharatiya Janata Party-led
central government is now heavily
dependent on Nitish Kumar and N
Chandrababu Naidu, both of whom
demanded special category status or
special packages for their states, Bihar
and Andhra Pradesh. How has the Bud-
get responded to these compulsions?
Ahost of schemes are aimed at pro-
ductive employment generation in
labour-intensive sectors under fourof the
nine Budget priorities: agriculture,

assumes buoyant ta: hin
addition to the large transfer of
the RBI surplus.

Meanwhile, revenue expenditure

and skilling, inclusive
development and social justice, and
development of micro, small, and
medium enterprises. These have been

contribute to this long-term goal. But
Viksit Bharat will also require signifi-
cant structural reforms along a wide
front. The finance minister indicated
that a forthcoming economic policy
framework will guide the next genera-
tion of reforms. Details are awaited,
especially for systematic tax reforms.
Some ad hoc tax measures have been
announced, such as the elimination or
reduction of basic customs duties
inindirect takes.

There are also some changes in the
personal income tax rates and the tax on
short-term capital gains. But the big
‘whammyhereis the elimination of index-
ation in sale of property for tax on long-
term capital gains. Hopefully, this will be
rolled back.Otherwise, it could play havoc
with the property market, with knock-on
effectsin financial marketsand othersec-
tors of the economy.

Views are personal

Towards manufacturing growth
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The government

has signalled a
determination to be
fiscally disciplined,
stomach for reforms,
and sense of equity

MUKESH BUTANI
HARSH SHUKLA

RESPECTIVELY MANAGING
PARTNER & MANAGING

ASSOCIATE, BMR LEGAL

The Budget proposals
have laid down a road
map for formalising
the value chain

UDGET 2024 IS an
emphaticstatement of con-
tinuity and stability. It sig-
nals the government’s
determination to be fiscally
'hforreforms,and
its sense of equity to ensure sustained
growth for all sections. It outlines nine
key priorities that will set the foundation
for India to become a developed nation
by 2047. The capacity to think beyond
the short-term and take a long-term
view of economic policy has been a hall-
mark of the Modi government. The gov-
ernment has consistently increased
capex over the last several years, which
has had a multiplier effect on growth
and investment. Budget 2024 remains
true to that commitment,with the capex
allocation pegged at over %11 trillion, or
3.4% of the GDP.
Central to the Budget pmposals is the

ﬁscal consolidation, astmegythathas con-
ed Indiawell.
target for FY25 is set at 4.9% of GDP,

t
tosteadilyreduce the deficit. This targetisin
line with the broader objective of lowering
the fiscal deficit below 4.5% of GDP by
FY26,asoutlined in thefiscal consolidation
glide pathannouncedin 2021.

The Budget has introduced several
initiatives to develop infrastructure
focusing on energy transition and local
manufacturing. The proposal to ratio-
nalise duties, allowing for the purchase
of imported cutting-edge equipment or
raw materials while safeguarding
domestic manufacturers is commend-

The Budget
witha slew of measures, including a credit
guaranteescheme for purchase of machin-
eryand equipment, credit support during
stress,and increased Mudra loans.
Indiahasaccelerated its China PlusOne
strategy. Amid growing trade tension
between China and the US, lrge corpora-

THE BUDGET HAS
INTRODUCED SEVERAL
INITIATIVES TO DEVELOP
INFRASTRUCTURE

FOCUSING ON ENERGY
TRANSITION AND LOCAL
MANUFACTURING

000

able.These measures aim to createalevel
playing field for domestic manufactur-
ers, enhancing their competitive posi-
tioningand operational efficiencies. For
example, the hike in basic customs duty
(BCD) on solar glass used in manufac-
turing solar cells or modules will stimu-
late domestic production, and help the
country achieve its renewable energy
(RE) and solar installation targets. Simi-
larly, the reduction of ¢ dutieson

This Budget also prioritises labour-
intensive manufacturing, aiming to
addressunemployment concernswith the
introduction of three schemes. The
schemes also emphasise the need for pub-
lic-private partnerships to enhance skill
development. Employee wage subsidies
and employer support schemes will goa
long way to incentivise hiring, particularly
new talent. These schemes are expected to
contribute greatly towards achieving the
target of creating eight million jobs by
2036,as outlined in the Economic Survey.

The Budget has also introduced policy
measures aimed at accelerating the tran-
sition from fossil fuels and enabling com-

forgreen
proiects, which are crucial for reducing
carbon emissions. To bolster the storage
and integration of RE, the government is
poised to launch a comprehensive
pumped storage policy. This initiative
eralarge-: ion for

25 critical minerals, coupled with reduc-
tions in BCD for some, will bolster the
processing and refining of the minerals.
This move ensures their availability for
important sectors of the economy.

The government is also planning to
develop investment-ready “plug and play”
industrial parks with complete infrastruc-
turein ornear 100 cities. This 1mhauvewﬂl

tori lectricity,enablinga more
seamless incorporation of renewable
sources into India’s energy mix.

Finally, the Budget outlines a series of
next-generation reforms across sectors.
These include land-related reforms,
labour reforms, and measures to
enhance ease of doing business. The gov-
ernmentalso plans todevelopacompre-

be rolled outin par

hensive policy framework to

private sector companies. These parks will
enhance manufacturings cost efficiency.
The Critical Mineral Mission is an
equally powerful initiative. It under-
scores a strategic commitment to sus-
taining economic growth through
robust investments and self-reliance.

facturingbases in India.

India’s tariff structure hasbeenabone
of contention forinvestmentand the cre-
ation of manufacturing hubs. However,as
astrategic move to attract GVCs setting
up in India, the finance minister has
announced duty exemption on 25 critical

guide the next phase of reforms and sus-
tain high growth rates.

Budget 2024 skillfully balances main-
taining fiscal discipline, accelerating
growth through an infrastructure push,
and prioritising key areas such as farmer
prosperityand energy transition.

expected to bring stability of policies
including incentives, attracting foreign
direct investmentand fuelling exports.
To address the economic survey chal-
lenge on employability, the Budget has
strived to empower theyouth. Measures to
augment skills, which include upgrade of

interestsubventionon

tions have reacted toa change

inglobal manufacturing,with
de-risking themselves from China. So far,
India has been a minor participant in the
global value chains (GVCs) for electronics
manufacturing. Shifting parts of the value
chains to India may have been encouraged
byanumbrella of schemes suchas produc-
tion-linked incentives, Scheme for Promo-
tion of Manufacturing of Electronic Com-

ponents and Semiconductors, and
Electromcs Manufacturing Clusters. The
government has announced setting up of
12 industrial parks under the National
Industrial Corridor Development Pro-
gramme, offermg plug and play” infra-

tructure. Thi and
attract companies looking toset up manu-

minerals. This allows India its 1,000industrial training nstitutes,jobcre-
ing capa-
bilily.T it growth  educationloans, feature prominently.

intechnologicaladvancement since these
critical minerals comprise raw materials
forsunrise sectors suchas electronic vehi-
cles,green energy,and semi-conductors.

“Witha three-fold increase in domestic
production, and (almost) hundred-fold
jump in the export of mobile phones past
six years”, the finance minister said. It
affirmed that the Indian mobile industry
hasmatured.With theaim todeepen man-

Budget 2024 brings William E Simon’s
words to mind: “The nation should have a
tax system that looks like someone
designed it on purpose.” India’s future
depends on skilling and employing the
youth,and building a resilient manufac-
turing global hub.As India draws the foun-
dation ofadeveloped economyby 2047,the
Budgetresonateswith the nation’s desireto
faclhtate the trade dynamics and ease. of

ufacturing and addmon,

toms duty on mobile phones, mobile

doing Budget 2024 has tal
nificant steps towards these goals as Indla
embarksonajourneytorobustgrowthand

printed circuit mobile
chargers to 15%. Keeping t With L
of domestic manufacturing, the Budget is Mahapatra,associate, BMR Legal
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O UNDERSTAND THIS

year'sbudgetarychoicesand
trade-offsit’s firstimportant
toappreciate the global and
domestic context. Two con-
flicting forces seem to be at play. First,
even as global growth has remained
resilient, global disinflation has been
gradual and halting, such that interest
rates in some parts remain at multi-
ighs.Add to thiselevated.
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thebaron demandvisibility for the pri-
vate sector to invest around the world,
including in India. Where will that vis-
ibility come? In India’s case, with the
public sector having to retrench, it will
have to come from private consump-
tion and exports.

This, then, was the delicate balance
the Budget had to pull off. Remain fis-
cally prudent and yet sow the seeds for

litical uncertainty and the prospect of a
US election that could upend the world
order,and

private and exports to lift
morestructurally.

Onﬂscal prudenceand the budgetary
math, e

the hostile. At home, despite strong
growthlastyear,India’s combined public
debt/GDP actually edged up. All this
would suggest there was no room for
macroeconomic adventurism. Fiscal
deficits would need to keep coming

boxes.First, thisyear’s deficitis pegged at
4.9% of GDP, even lower than the
interim Budget. This,in conjunctionwith
lastyear’s larger-than-expected consoli-
dation, means the Centre’s fiscal deficit
willbereducedbyasizeable 1.5%of GDP

down.T] qu ch?

,whichwill goalongway
it ldebisus,

Buttt t ingin

in i ith
i econd, i the

direction. Thusfartheheavy
lifting on investment in India has been
undertaken by the public sector. But

revenuesidearevery conservative. After
arealised tax buoyancy of 1.4 last year
13.5% on nomi-

iven fisc
constraints, the investment baton will
eventually have tobe handed overtothe
privatesector.Thegood newsis that cor-
porate balance sheets are the healthiest

ility to invest with
conviction. Thisisdramaticallyaccentu-
ated byevents in China. The sheer quan-
tum of manufacturing excess capacity
there has created fears of a China Shock
2.0,wherein China’sexcess capacity(and
deflationary impulses) are being
exported around the world. Consider
this: the US Treasury estimates China’s
planned production capacity of electric
vehiclesin 2030willbeabove 70 million,
evenastotalglobal EVsales thatyearwill

nal GDP growth of 9.6%) the assumed
buoyancyisjust 1 thisyear (taxesarebud-
geted togrowat 10.8%onnominal GDP
growth of 10.50). Third, the extra
resources the government had (~0.4 %
of GDP) vis-a-vis the interim Budget
were used in a balanced manner, with
half being assigned for more consolida-
tion and the other half to increase rev-
enueexpenditures. Fourth, the quality of
discretionary expenditure (measured as
the ratio of capital to revenue expendi-
tures, ex interest) has doubled from 0.2
in2020t0 0.4 in 2024. Fifth,one poten-
tial concern of reducing the deficit too
quicKly is the contractionary impact on
aggregate demand. Fortuitously, this

bejust 44 million! All thi raise:

A

G

year’s

thelarge

Infra outlays: A
strategic downplay

INCE 2014, THE National Democratic Alliance govern-

ment has consistently, and rightly, followed the eco-

nomic mantra of having large dollops of infrastructure

spend by the Centre, pump-priming economic growth

withits well-known multiplier effects.Indeed, the strat-

egy worked — including in the stressful Covid period. Across the

last few years, India saw Union Budget infra allocations increase
everyyear by 25-309%; and witnessed concomitant GDP growth.

But the first smoke signal of this strategy being reset came from

the Interim Budget in February, where the infra allocation was

raised by only 11% to ¥11.1 trillion. Most infrastructure sector

analysts dismissed this as merely a holding operation till the new

government assumed office, with an expected 30% increase to

around ¥13 trillion in the final Budget.
ignal came from the Ec

The next seri

urvey.It pos-

tulated two clear drivers — “bottoms-up growth”,and the private

sector rising to fulfil investment and employment aspirations. The

silence on “infrastructure-led growth strategy” was ominous.
The final sign of the reset came from the Budget speech, which

that

trends of the past

were being moderated to achieve fiscal consolidation and accom-
modate other priority areas. Substantial investments of the past

decade were also alluded to.

The same increase of 11% has been announced, taking the fig-
ure to ¥11.1 trillion as against the more ebullient expectation of
%13 trillion in the first year of the new government. Moreover,
there has been no emphatic mention of highways, ports, airports,
waterways et al, which where the hallmarks of previous Budget

speeches.

So, if the Centre steps aside

somewhat, who else is to share
the burden of heavy-lifting for
Indian infra? The Budget

‘-_ speech alludes to
increasing their share, multi-
lateral development banks
revving up their act again,and
F\ hopefully the revival of public-
private partnership that will
draw in the elusive private sec-

states

VINAYAK tor capex.

CHATTERJEE For ground-level initiatives,
FOUNDER AND MANAGING the Budget must be lauded for
PARTNER, identifying a plethora of prac-

THE INFRAVISION
FOUNDATION

tical programmes, notwith-
standing the special packages

for Bihar and Andhra Pradesh,

The Budget signals
amove out of the
era of large infra
spends pump-
priming the
economy

which clearly pass the test of
political expediency. They
include urban rejuvenation,
plug-and-play industrial parks,
energy security, rural housing
and roads, land digitisation,
tourism infrastructure, irriga-
tion and flood mitigation—all
adding up to a clear recogni-
tion of areas that need “fixing”
toenablea“bottoms-up”strat-

egy to play out. The 2.6 tril-

lion earmarked for rural infra

clearlyhits the bullseye, as does the special emphasis on all-round

development of the eastern region.

However, many of these initiatives will hopefully start show-
ing results in 3-5 years.The moot point is that in this transitional
period, central government outlays would still need to be relatively
large to keep the GDP clipping at 7-8%. Unfortunately, the rela-
tively lower growth in outlay is likely to significantly diminish the
power of this pump-priming engine. This is a significant appre-
hension emanating out of this year’s Budget.

Striking a different note, one of the key reasons for reducing
theincrease ininfraallocations s fiscal consolidation. It is not nec-
essary under all circumstances to genuflect at the altar of fiscal
rectitude. One school of macroeconomists would rightfully argue
thatanation like India crying out forjob creation,demand gener-
ation,and logistics and infra assets could well do with controlled
fiscal expansionism, provided it was linked to asset creation and
notwasteful expenditure. Thus, there is nothing sacrosanct about
dropping the fiscal deficit to 4.9%, if the same at 5.5% could give
theadditional fiscal space fora higherinfra outlay. This would get
the extra three-times multiple to turbocharge the economy.

Overall, the FY25 Union Budget does point out to a change in
direction of India’s macroeconomic growth path.

e

SAJJID Z CHINOY

CHIEF INDIA ECONOMIST AT JP
MORGAN

The Budget is fiscally
and financially prudent
and correctly focuses
on fixing the economy’s
7 RBI dividend, a large fraction of which was
plumbing non-contractionary becauseitaccrued from
foreign interest income and rupee rcvalua—
tion profits.Therefore, -
cal consolidation is a sizeable 0.7% of GDP

the contractionary impulse s less than half
of that.Acase of fiscal

workers exceed a minimum threshold of
employability to compete with capital, for
whichskillingand educationaresocrucial.
On this account, the Budget announced
newskillingand internship programmes,
alongside skilling and education loans.To
be sure, making labour a more attractive
factor of production will require a thou-
sand small steps.And combined spending
on health,education,skillingand health —
which fornow is the same share of GDPas
last year — will eventually have to go up.
Butatleast we have started that conversa-
tion and begun to take explicit measures
toaddress the challenges.

Similarly, on the exports front, it was
refreshing to see customs duties across
several sectors reduced or done away with.
Afoundational theorem in trade theory is
that an import tariff is equivalent to an
exporttax.If we can continue on this path

real contribution of this year's Budget is in
the

lumbi different partsoftt

of rati tariffs,
ing our exports more competitive.

Finally, the Budget spoke about the
need to undertake factor-market reforms

‘mak-

With fiscal space exhausted, demand will
have to come from structurally lifting con-
sumption and exports growth. In turn, the
fate of private consumption is inextricably

particular,

land, labour, and capital in
conjunction with the states. It also spoke
about developingavision for the financial
sector and undertaking a comprehensive
reviewof the Income TaxAct,all important
cogs in the structural reform agenda.

oncern overthelast two decades
isthatevenas Indiais undergoingitsdemo-

however, is now the key.
What is the bigger message? Welive ina

Thefiscal prudence iedby
financial vigilance. The relentless rally in
equity thesurgein

graphic inghasbeen

and unpredictable world. Cycli-

options create the prospect of financial sta-
bility risks down the line. Itwas therefore
important
which the authorities did in the form of
ities trans-
action tax. In doing o, the Budget has sent
animportantsignal thatasset prices should
not veer too far away from underlying eco-
nomic fundamentals.
Fiscal and financial prudence apart, the

A
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becoming increasingly capital-intensive.
The key to boosting quality employment,
apart from highergrowth rates, s therefore
to redress the balance between capital and
labour in the production process. The Bud-
get signalled important first steps in this
regard by announcing several “employ-
ment-linked incentives” that will provide
incentives to both employees and employ-
ers.Of course, incentives will only work if

i

Many hits and a few misses

URING THE 1973 UNION
Budget, then-finance minister
Yashwantrao Chavan light-
enedthemoodwhenapigeon

disrupted proceedings,
humorously noting that even pigeons were
eager for the details. This anticipation con-
tinues today. However, each Budget comes
with its own hits and misses and this year's
Budget s no different. Five ke arcas stand
out, inno-
vative policies aimed at driving economic
growth and addressing criticalissues.

First, the Union government has low-
ered its fiscal deficit target for FY25 to
4.9% of GDP, down from the 5.1% target
setin theinterim Budget. Thisis crucial for

BIBEK DEBROY
ADITYA SINHA

RESPECTIVELY, CHAIRMAN AND
OSD, RESEARCH, EAC-PM

fe maintaining fiscal discipline and bolster-
Significant pros of the ing investor confidence, Sticking to this
i glide path is essential to reduce the fiscal
Budget include deficit to 4.5% or less by FY26, ensuring
]owering the fiscal ‘macroeconomic stability, attracting for-
. . eign investment, and potentially securing
deficit target and asovereign rating upgrade.
. Second, the government, while
attention to energy ad ingth fesue,ha

announced a comprehensive package for
employment and skilling, targeting 4.1
croreyouthwitha central outlay of ¥2 tril-
lion over five years. This includes various
schemes like Employment Linked Incen-
tive, support to first-time employees,
incentives formanufacturingjob creation,
and support to employers. Additionally,a
new centrally-sponsored scheme for
skilling, in collaboration with state gov-
ernments and industries, is expected to
benefit 20 lakh youth over five years.
Third, the Budget pays special attention

transitions, while one
of the cons is the hike
in LTCG tax

THE NEW ASSESSMENT
MODEL FOR MSME CREDIT
WILL LEVERAGE DIGITAL
FOOTPRINTS TO BETTER

EVALUATE CREDIT-
WORTHINESS, EXPANDING
ACCESS TO FINANCING

®!

to micro, small,and medium enterprises
(MSMES), particularly in manufacturing.
Measures include a credit

cal poll('y space is largely exhausted. Sus-
taining growth will require the less flashy
taskof fixing the economy’s plumbing, This
will be a hard slog but is unavoidable to
improve competitiveness and ensure the
fruits of growth are more equitably distrib-
uted across the factors of production. The
Budget must be commended for acknowl-

edging this and starting down this path.
Views are personal
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tainable energy availability.

Fifth, the Budget emphasises next-gen-
erationreformsacrossvarious factors of pro-
duction, mcludmg land, labour, capital, and
ent refn. i

improved
land management, labour-related services

tor strategy. These reforms are designed to
enhance productivity, efficiency, and com-
petitiveness.

However, the Budget has two significant
‘misses. The first is the hike in the long-term
capital gains (LTCG) taxfrom 10%t012.5%
onall ‘Thi

scheme,a: model for MSME
credit, financial support during stress,and

deterlong-termi
reducing potential returns, making it less

in Trade Receivables Discounting System.
The new assessment model for MSME
creditwill leverage digital footprints tobet-
ter evaluate creditworthiness, expanding
access to financing, This approach moves
beyond traditional asset- or turnover-based
criteria, allowing more MSMES, including
those without formal accounting systems,
to obtain funds.Improved risk assessment
will reduce defaultrates, supporting finan-
cial stability.

Fourth,the Budget outlines strategies for
energysecurity,including the PM Surya Ghar
Muft Bijli Yojana for rooftop solar installa-
tions, a policy for promoting pumped stor-
age projects for electricity, and R&D in
nuclear energy. The development of
advanced ultra-supercritical thermal power

ommit theirfund.

for iods.In pri
toahikein costof capital. Moreover, thismay
lead investors to hold on to underperform-
ing assets to avoid the tax hit, distorting

italsolead

ing market efficiency. While Securities and
Exhange Board of Indiaand Reserve Bank of
India have raised concerns about the surge
of money from banks into the stock market
and mutual funds, increasing the LTCG
might be counterproductive in the larger
scheme of things.

The second significant miss is the pro-
posal to withdraw the benefit of indexa-
tion for calculating LTCG on the resale of
housesand properties.While the LTCG tax
rate on property sales is being lowered
from 20% to 12.5%, the removal of the

fortraditional industries
toshifttocleanerenergyformsarealsohigh-
lighted. These measures aim to ensure sus-

o A
T

e

CostInflation ment increase:
the net tax liability. This move may stifle
investment in the sector.

R
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True to sustainability

HE 2024 BUDGET is encourag-
ing for two reasons. First, it
recognises that the sustainabil-
ity transition encompasses not
just energy, but should also

include water, waste,air,and resilience. Sec-

THE MOST ENCOURAGING
SIGN IS THAT WE

ARE DEFINING THE
ARCHITECTURE OF CLIMATE

FINANCE, AND NOT JUST
THE QUANTUM OF MONEY
o

required, policies will trigger markets —
pushmg energy efficient technologles

ARUNABHA GHOSH ond, its focus extends beyond renewable

CEO, COUNCIL ON ENERGY, energy (RE) and indicates some positive
ENVIRONMENT AND WATER. directions for greenerindustrialisation.

(CEEW) ‘The Budget’s sustainability provisions

offer promise in fourways.

First, RE has been given a strong push,

butwencedtodoubledown onthebusiness

. fordis-

The Budget recognises tributed encrgy.Itis encouragingtosee 1.28

. crore registrations for the PM Surya Ghar

that transition to Muft Bifli Yojana. But to achieve scale, it

sustainability is not consumer emand

y side incentives, and robust regulatory

just about energy, distributed tooptimi

electrons across consumers.In order to
reduce vulnexabllmes in RE supply chains,
domesticmanufac-

and sends positive
signals for greener

turi ithunder-

ing REand green hydrogen. ‘Related to this
is reducing critical mineral vulnerabilities.
India published alist of 30 critical minerals
last year, and now the Budget has
announced a Critical Mineral Mission.
Lastly, the bulk of our industrial base are
micro, small, and medium enterprises,
which account for more than 40% of
exports.Theirenergytransitionwill depend
on a cluster-focused approach. These clus-
ters will need easy access to credit, energy
efficiency options,and export facilitation,

industrialisation standing our comparative advantages for
cleantec] usingtraderela-

tionships to position domestic manufac-
turers within global value chains.
Second, the Budget clearly hlghllghts

Thet

d-to-at

with finance institutions
potentially playing a catalytic role.

Third, the transition towards a sustain-
able economy will gain more traction when
the quallty of life of citizens improves. This

)55 Of | llves and liveli-

key for our industrial base. The Council on
Energy, Environment,and Water (CEEW) has
produced the first-of-their-kind marginal
abatement cost curves to achleve netzeroin
the steel, cement, and fertiliser

tar
hoodsd

ing systems, which currently cover only
339 of the population exposed to floods,
increase investments in nature-based solu-
tions, and engage with communities as
change agents.

Inurban centres, reusing treated waste-
water (asthe Budget indicates for 100 cities)
could help reduce the water crises. CEEW’s
analysis suggests that reusing treated

forirrigation could .
ated ¥966 billion in revenue in 2021 alone.
To trigger this, we must empower urban
local bodies to create water reuse policies
and establish safe reuse standards.

Finally,the Budget canserveasatestbed
for a more comprehensive approach
towards dealing with air pollution. Two
announcements are encouraging — solid
waste management in 100-plus cities and
crop residue management. Better stubble
management can be implemented during
this cropping season toshowwhen the gov-
ernment wills it, there is away.

All of this needs money. The most
encouragingsignisthat weare defining the
architecture of climate finance,and notjust
the quantum of money. The Budget
announced the aim to define climate tax-
oonomies. This would help mobilise external
finance for India’s net-zero transition and
beuseful for:
as Sebi toavoid g'reenwashmg

torisingext

It is encouraging that the Budget has allo-
cated resources for states such as Assam,
Bihar, Himachal Pradesh, Slkklm and

Ut forflood reliefand

sectors. More than the capex and opex

financialexp.epapemn

Wemustexpand the coverage of earlywarn-

New Delhi

TheBudget bricksin
the larger structure of the Indian economy.
Laid down correctly,they canserveasstrong
foundations fora sustainable and prosper-
ous India.

Views are personal
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HE STANDOUT FEATURE of

the Union Budget 2024-25

was its focus on speeding-up

fiscal consolidation, with the

fiscal deficit being revised
down 20 basis points from the Interim
Budget to 4.9%.

Although finance minister Nirmala
Sitharaman has rolled outastring of mea-
sures in the Union Budget —aimed at job
creation, rural development, women
empowermentand infrastructure invest-
ment — the announcement on the capi-
tal gains tax seems to have come as a big
dampener for the market.

Focus on infrastructure
development

The Budget’s push on urban and rural
growthwill help boost rural consumption
andalsoincrease discretionary spending.

This year’s Budget has had a sharp
focus on urban as well as overall infra-
structure development. Urban housing

A A

A
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Revised tax rates and
slab revisions would
mean more disposable
income in the hands of
consumers

L s

needs of as manyas 10 million urban poor
and middle-class families are being
addressed, with an investment outlay of
X10lakhcrore.

Inaddition, the government’s decision
to allocate ¥2.66 lakh crore for rural
development — including rural infra-
structure — and its continued focus on
rural infrastructure development are
major steps in the right direction.

These measures would further boost
overall consumer demand in the hinter-
land, which is already showing green
shoots of revival.

Consumer goods
companies

Theabove stepwill,in turn,havea pos-
itive impact on consumer goods compa-
nies with a strong rural footprint. We, for
example, have been investingahead of the
curve to expand ourrural presence,which
has grown by 22,000 villages to 122,000
in the previous fiscal. These Budget mea-
sureswill encourage us tofurther expand

R
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THE BUDGET'S PUSH ON
URBAN AND RURAL
GROWTH WILL HELP BOOST
RURAL CONSUMPTION AS

WELL AS INCREASE
DISCRETIONARY SPENDING
[ ]

this coverage — as weare working towards
enhancing our footprint to 130,000 vil-
lages this year.

Education and skilling
needs addressed

Increased allocation in the Budget
towards education, skilling and employ-
ment, and special employment-linked
incentive schemes for employees and
employers aptly demonstrated the gov-
ernment mindset to significantly

in the country.

The Union Budget’s special focus on
skilling 2 million youth over the next five
years through centrally-sponsored
schemes, upgrading of 1,000 industrial
training institutes (ITIs),and the provi-
sion of skillingloans are some steps in the
right direction.

These steps will go a long way in dri-
ving consumerism. The support for
higher education loans and the push for
women in the workforce are other big
pluses. The impact of these measures on
skilling, employment, and job creation
will be profound.

Tax rates and
slab revisions

The government has increased stan-
dard deductions from 50,000 to
375,000, revised tax rates under the new
tax regime, and slab revisions would
resultinsavings ofaround ¥17,500 in net
taxes in the hands of lhe individual. This

in the hands of more consumers and
would lead to sustained demand for
branded consumergoods.

Women empowerment,
gender diversity

Ahighlight is the focus on enhancing
‘women’s participation in the workforce
by investing in establishing working
women hostels, creches,and women-spe-
cific skilling programmes. It is a progres-
sive move that will help improve gender
diversity in the workforce and create a
supportive environment for women
workers, fostering empowerment and
economic independence. This will
empower women to become more inde-
pendent and earn a dignified living.

Ifeel that this year’s Union Budget will
help unlock our demographic dividend
and pave the way for a brighter, more
skilled future — or should I'say the ‘Amrit
Kaal’ — for our youth, preparing them to
meet the demands of a dynamic and

prove empl an

Transformative tax reforms welcome

HE FINANCE BILL, 2024,
heralds several amendments
aimed at refining and
attempting tosimplify India’s
direct tax regime to a large
extent.The focus of the Bill is on enhanc-
ingthe ta , easing taxpayer dif-
ficulties,and rationalising provisions.
‘The Bill brings notable amendments
to the capital gains tax regime, such as a
uniform holding period for determining
long-term capital gains (LTCG). While the
period of holding for all listed securities
remains 12 months,any other asset class
held for more than 24 months will qualify
for LTCG, simplifying the earlier disparate
holding periods. On the tax rate front,
especially for capital gains arising on
listed securities (equity shares, equity-ori-
ented mutual funds), the short-term cap-
ital gain (STCG) tax has been increased to
20% from 15%,and the LTCG tax raised
t012.5% from 10% (with marginal relief
on basic exemption limit increased from
%1 lakh to ¥1.25 lakh). The LTCG tax rate
forassets other than listed securities has
been reduced to 12.5% for all taxpayers
without anyindexation benefit. The gov-
ernment hasthusadopted a give (reduced
tax rate on LTCG) and take (indexation
benefit/increased tax rate on listed secu-
rities) approach, while rationalising the

DINESH KANABAR

CHIEF EXECUTIVE OFFICER,
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The Finance Bill, 2024,
introduces several direct
tax amendments that
streamline compliance,
encourage investment,
and broaden the tax net.
These changes reflect a
balanced approach to
tax administration

capital gains tax regime.

Unlisted bonds/debentures (including
those convertible into equity) shall be
deemed to be taxed as STCG irrespective
of their period of holding before transfer.
This pris

‘mation and entrepreneurial growth.

The tax rate of foreign companies has
been reduced to 35% from 40%, giving
relief to their branch/permanent estab-
lishment operating in India. The with-
drawal of levyone-com-

done through convertible debentures,
which provide theirown set of advantages
commercially, to consider the tax impact
before the same are offloaded as such.
Then there is taxability of buyback of
shares, which, over the years, has under-
gone changes. Earlier, it was taxable as
capital gains in the hands of shareholders.
Now, buyback tax on distributed income
is payable by the company undertaking
buyback, and shareholders are exempt
from taxation. The Bill (with effect from
O:tober 1, 2024) characterises buyback

merce transactions with foreign players
isawelcome decision.The levy was intro-
duced as an interim measure until BEPS
(Pillar 1 and Pillar 2) provisions are intro-
duced. But the ambiguity surrounding
the applicability, compliance and dis-
charge of equalisation outweighed the
intended increase in tax collection, result-
ingin its ultimate abolition.

There are considerable changes in
terms of rationalisation and simplifica-
tion of tax compliances, procedures and
forreducing taxlitigation. Major: amongst

income.While the
entlre buyback consideration is taxableas
dividend incomeatapplicableratesin the
hands of shareholders, the cost pertain-
ing to shares bought-back will be con-
strued as capital loss for the shareholder
whichisavailable furset off against olher
capital

them inTDS

to 2%) on various payments, reduced
timelines for reassessments (from 10
years to 5 years) in specific cases involv-
ingincome escapingassessment formore
than %50 lakh and reintroduction of tax
amnesty scheme (i.e. Vivad se Vishwas).

,the Bill int: di

The most controversial taxatlon Of
share premiums received by privately
held companies is proposed to be done
awaywith. This amendmentwill simplify
compliance, especially for startups and
small businesses,encouraging capital for-

tas d that st i li-
ance,encourageinvestment,and broaden
the tax net. These changes reflect a bal-
anced approach to tax administration,
promoting ease of doing business while
ensuring robust revenue collection.

A step towards economic resurgence

HE UNION BUDGET 2024,

presented by finance minister

Nirmala Sitharaman,signifies

a crucial juncture in India’s

economic trajectory. Charac-
terised by fiscal prudence, structural
reforms and social welfare initiatives, it
can propel India towards a $4-trillion
economy.Itlays foundation forlong-term
growth,addressingimmediate economic
concernsand maybe with a potential real
growth rate of 7-7.5%, while positioning
India for sustained prosperity.

The government’s commitment to fis-
cal discipline, targeting a fiscal deficit of
4.9% of GDP, is notable. This approach is
essential for maintaining macroeco-
nomic stability and attracting FDI. The
huge increase in capital expenditure by
33% to ¥11.11 lakh crore underscores
lhc govemment 'sfocus on: mfrastructure

job creation and
stimulation,and will catalyse growth.

The government’s plan to borrow
314.01 lakh crore can providean impetus
tobond markets.This move, coupled with
targeted investments in infrastructure,
sets the stage for robust economic revival.

There’s emphasis on the housing sec-
tor. PMAY Urban 2.0 aims to provide
housingfor 1 crore poorand middle-class

RASHESH SHAH

CHAIRMAN,
EDELWEISS

While the Budget lays
foundation for growth,
challenges remain.
Private investment
needs to pick up pace,
and interest rates need
to decline. Addressing
current sluggishness in
consumption is critical

families, with an investment of ¥10 lakh
crore aligning with the goal of “Housing
forAll”by 2030. This initiativeis projected
to significantly contribute to GDP
growth,with the housing sector expected
toaccount for 13% of GDPby 2030.

The proposed 1.5 lakh crore long-
term interest-free loan for state govern-
ments will empower them to enhance
infrastructure spending and implement
critical reforms. Iti: tostimulate

aims to foster entrepreneurship, innova-
tionand regional economic development.
There are measures to stimulate con-
sumption, such as reducing personal
income tax rates, increasing the standard
ionto¥75,000, I ing
direct cash transfers. These are aimed at
enhancing disposable income, driving
both rural and urban consumption.
The emphasis on R&D in green tech-
nologies and Al positions India as a fron-

economicactivityat the grassroots level.

The Budget introduces three Employ-
ment-Linked Incentive schemes, which
incentivise job creation in manufactur-
ing, provide wage subsidies fornewwork-
force entrants,and support employers in
hiring additional employees. The com-
mitment to skilling is evident in the
planned upgrade of 1,000 ITIs, skill loans
up to ¥5 lakh, and financial support for

trunnerininnovation.These investments
are crucial for fostering a sustainableand
technologically-advanced economy.

But challenges remain. Private invest-
ment needs to pick up pace,and interest
rates need to decline, for sustained
growth.Addressing the current sluggish-
ness in consumption is also critical.

The Budget is reassuring on the India

i -

hlghercducauonloans cems while laymg the groundwork for

The Budget pivotalrole  long-term growth. The focus
of MSMEs in India’s i on fiscal discipline, infrastructure devel-
Measures to enhance credit accessand ~ opment, 1 generation, MSME

simplify regulatory processes for MSMEs
are timely. Initiatives such as the 100
crore credit guarantee scheme, increase
in MUDRA Yojnaloanlimit,and the open-
ing of 24 SIDBI branches are expected to
providessubstantial supportto this sector.

By empowering MSMES, the Budget

e

empowerment, and digital transforma-
tion s essential forenhancing India’s eco-
nomicresilience.Aswe move forward, it's
crucial to monitor the implementation of
these measures. By fosteringa conducive
environment for growth and innovation,
India can thrive on the global stage.

i
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Budget needed a
bold new vision
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Continuity of an
economic framework
that has kept India in
the throes of high
unemployment, low

personal savings, rising

personal debt, and

lacklustre private sector

investments is not a
recipe for prosperity

HEBESTTHING I can say
about Nirmala Sithara-
man’s latest Budget is
that it offers the country
asense of continuity. We

The lowering of fiscal deficit is in
part due to less-than-budgeted
spending in schemes for insurance,
housing, urban development, rural
roads, education, etc, all of which
serve the less well-off sections of
society.Forthe most part, thereis tin-
keringaround the edges withasmall
taxbenefit here and a new spending
proposal there.Itis notaremarkable
Budget...for the most part.

What is remarkable s that on the
big issues that confront the econ-
oomy, the Budget haslittle to offer.On
jobs, theissues that matterareabout
weak private sector investment
growth, the poor condition of the
MSME sector, and lagging human
capital development. Despitea mas-
sive tax cut and the quadrupling of
corporate profits between 2020 and
2023, private investment has not
picked up ina meaningful way.

MSMEs — crucial for employ-
ment generation — have been hit
hard by pandemic and demonetisa-
tion before that. Many businesses
struggle to access credit and sustain
operations, and the Production-
Linked Incentive scheme seems not
to successfully cater to this sector.

The Budgetisalso remarkable for
solidifying the approach to taxation
that exacerbates economic inequal-
ity. In new India, taxation has a new
hierarchy. At the top is income tax
(19%of overall revenue). GST,which
is mostly paid by the bottom 50% of
Indians, accounts for 18% of rev-
enue. Corporate tax is now in third
place at 17% of revenue. It would
have been nice of the finance minis-

EESEAAEL A
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have heard speeches like her latest
one before. There is praise for the
government, no account of past
commitments,rhetoric of developed
India,and virtue signalling of conti-
nuity.But continuity ofan economic
framework that has kept Indiain the
throes of high unemployment, low
personal savings, rising personal
debt, and lacklustre private sector
investments is not a recipe for pros-
perity.With India facing monumen-
tal challenges like climate change
and tech disruption, the NDA’s Bud-
gets increasingly seem out of step
with India’s realities and

tertothankIndia’s middle-and low-
income classes for financing a large
part of the government’s Budget.

Finally, Budgets are an opportu-
nity to reflect on the future. We face
grave challenges in climate change
and tech disruption. The finance
minister did not coherently lay out
the government’s approach to these
issues. Similarly, the government
exhibits a lack of seriousness about
tech disruption, which offers both
opportunities and threats. The poli-
tics of Bihar and Andhra Pradesh
received moreattention than India’s
cli d te

We need a different path.

As with most Budgets, there are
aspects to like in this one. I like the
idea of decriminalising TDS delays. 1

I conclude with what should be
our starting point — education and
health. While the central Budget is
not the main driver of these sectors,

also like the of a

review of the Income Tax Act. 1 like
the idea of an Employment-Linked
Incentive scheme, something that
the Congress Party’s manifesto had
promised. The government also
announced an internship scheme.

national-level policies have increas-
inglyinfiltrated the domain of states.
In the process, the BJP has created a
messy human capital environment.
Wewait for the daywhen a new gov-
ernmentwill help unleash a progres-
sive human capital revolution.

R

Striking the right chord with tourism, technology and talent

NDIA'S STATUS AS an outlieramid
global economic uncertaintiesis no
accident. Stable political environ-
ment, high investment in public
infrastructure and a demographic
boom have set us apart. This year’s Bud-
get was an opportunity to build on that
momentum, and finance minister Nir-
mala Sitharaman has hit the right notes.
Infrastructureisa prioritywithalloca-
tions aimed at improving connectivity
and supporting regional growth. Tourism
also found prominence, underscormg
planstopi Indiaasa bal
destination, with the Economic Survey
highlighting the surge in foreign tourist
arrivals in 2023 —a total 9.2 million vis-
itors,ayear-on-year increase of 43.5%.
While that augurs well for our global
standing, the real opportunity lies in the
domestic circuit, especially with a rising

RITESH AGARWAL
FOUNDER & GROUP CEO,
ovo

middle-class that is not shy of spending
ontravel Indians aremovingbeyond oft-
t ions, further
the potential of domestic tourism.
Infrastructurewillbe the cornerstone
of tourism growth. This sustained infra-
structure push would boost tourism and
see the emergence of new tourist places,
especially in rural and semi-urban India.
Spiritual tourism has picked up pace
and it is encouraging to see the govern-
ment retain that focus with plans to build
corridors at the Vishnupad and Maha-
hodhl temples that will follow the Kashi
int.Apart from
cultural preservation, infrastructure pro-
jects in rellglous towns lead to broader
regional with Varanasi

FROM E-COMMERCE TO
SPACE-TECH, START-UPS
HAVE EMERGED AS
TRAILBLAZERS, AND ARE

POISED TO POWER THE
NEXT WAVE OF GROWTH
000

tups achieved unicorn status in 2023, a
marked decrease from previous years
when that figure stood at 23 and 39,
respectively. Theabolition of angel taxon
allclasses of investors could potentially be
amajor the startup

Ayodhya examples of such an appmaclm
Ithasbeena difficult year for startups

as some companies continue to reel from

the slowdown in funding. Only two star-

As more Indian startups harbour
global ambitions, the departure from
angel taxwould help reduce the financial
burden on young startups and attract

financialexp.epapkin .. .

funding from beyond Indian shores.
From e-commerce to space tech, start-

ups have emerged as trailblazers, pio-

neeringinnovationand probl

rantsin‘500 top companies'would enable
us to build a future-readyworkforce.
Among the standouts of the last

onalarge scale. They are poised to power
the next wave of economic growth.

As we set our sights on becoming the
world’s third-largest economy, it is worth
noting that countries withahighly skilled
workforce are better posmoned to draw

innovati

decadeorsohas been the rapid digitalisa-
tion of the Indian society. India’s robust
digital public infrastructure (DPI) was
unveiled before the globalaudienceat last
year’s G20 Summit,and the finance min-
ister’s clarion call for private companies
todevelop DPI appllcatlons atscalewould
fosteri Aimed at areas such as

in profitable international trade. The
Indian workforce is reported to have one
of the largest skill gaps in the world, a
problem that is exacerbated by socioeco-
ities and constant migration

of labour from one sector to another.
Anew central scheme for skilling in
collaboration with states that will equip 2
million youth over five years would go a
longwayinaddressing that gap. The deci-
sion to offerinternships toyoungjobaspi-

New Delhi

e-commerce, education, health, logistics
and urban governance, the initiative
could boost fields like Al,with algorithms
being eventually integrated into the DPI.
As India continues to lay the ground-
work forarobust and inclusive economy,
the vision of ‘Viksit Bharat’is becoming a
reality. With strategic investments in
infrastructure, tourism, skilling,and tech-
nology, the nation is well-positioned to
harnessits demographic dividend.
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Shuffling the deck
The Budget sought to be many things to
many people, but fiscal responsibility
remained in focus

inance Minlster Nirmala Sitharaman’s first
F Budget of the BIP-led NDA government’s

third consecutive term in p is a dis-
tinct arternpt to tel] India’s vosers that it has heard
the angst-ridden message from the coumtry's un-
employed youth koud and clear. With the B[P hav-
ing suffered reverses in the general election in the
face of a concerted Oppositon campaign that
spothighted [ssues agitating young voters such as
a palpable lack of jobs, the Minister was keen to
redress matters ahead of the slew of State elec-
tions later this year. Asserting that the poor, wo-
men, youth and farmers were the four ‘castes’
that this prvernment was focused on serving, Ms,
Sitharaman stressed that this year's Budget Takd
particular emphasis on “employment, skilling,
MSMEs, and the middle cliss”. As a part of thisef-
fort, o package of five schemes and Initatives
have heen proposed with a view to facilitaring
employment, skilling and other opportunities for
4.1 eroce youth over a five-year period with a cen-
tral outlay of £2 lakh crore. The centrepiece is a
scheme o provide a month's wage as subsidy 1o
all persons newly enmering the workforee ina for
mal sector |oh which would ennail the em.]:lhfm’

ar the

vmituth)d Ommaal.wn {EFFD). The du'u:t 'br
nefit transfer of one-month salury, subject to a
eap of 15,000, would be made in three instal-
ments to first-time employees, The key caveat is
that the emplover would have to refund the sub-
sidy if the first-timer's employment ended within
12 months of hirlng. Other schemes are an incen-
tive suppart for job creation in the manufactur-
ing sector, one offering direct support to e
phovers wha boost the number of jobs
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Union Budget 2024-25 — no signs of learning

wst before Nirmala Siharaman presented
her seventh consecutive Buedgetas Unlon
Finznee Minister of a coalition led by the
Bharatbya Janata Party (H]P}, which
managed o gain power for the third time on an
underwhelming mandate, signals from the
povermment seemed to suggest what its throse
may be, The Economic Survey 202324 made
clear that while India’s industrialists and business
elite were “swimming in excess profits™, the
priority of the government was not to tax avway
that excess for developmental purposes, but o
ease the burden of regukation on business and
goad the private sector Into generating productive
Jobs out of “enlightened selFinterest”. Business.
must kead the march o Viksit Bharat 2047, and
the job of the government is to persuade the
private sector not to shy away from leadership.
Outside government, speculation was rife on
two matters. The first concerned the possible
response of the National Democratic Alliance
(NDA) 1o the signal from the parliamentary
elections that the strategy of sidestepping core
economic problems — varying from rural distress
and widespread unemployment fo inflation,
especially food price inflation - could prove
costly, The second related w the scale and the
structure of the pay-off to allies, the Telugu
Desam Party (TDP) and the Janata Dal (United), or
the JINL, from Andhra Pradesh and Bibar,
respectively, who are crucial 1o keep the
post-election coalition government led by the
minority NIk in power.

Initiatives and their slotting
The speech did not disappoint by sidestepping
these issues, though the beneficiaries of the
schemes meant to address them are likely to be
disappointed by their scale and efficacy,
Embarrassed perhaps by the hordes applying for
the few hali-decent jobs available, Part A of the
Budget speech spent much time on the means o
ncrease employment, E.'peclally for the educated
Ml

with the EPPO, and another, a skilling pro-
gramme in concert with States, and the private
sector that leverages the existing network of IT1s
to boost the emplovability of the youth. The fifth
in this quiver of schemes, predictahly credited as
being under the acgis of the Prime Minister, ks an
Interesting move 1o facilhate ntemship oppor-
tunities to the youth in 500 top companies. The
scheme, which appears to mirror a similar pm—

were
announced, wh.{ch hm&d.b-' iell n two hlh.h’.‘ﬁ
O c
providing unpl.uynm suhﬂcﬁlﬁ, either dn:n.l}
o indirectly to emplovers. The scheme o
provide £15,000 in three instalments to all new
emphoyees with saliry up o 71 lakh 2 month
appears (o be directed o these employed in the
formal sector. But it is mone than likely |I|al the
y of this benefit would i

posal contained in the Congress
tails the Interns being paid a momthly alwwnuo
of 5,000 and a one-time assistance of 6,000,
with the participating corporates expected to
bear the ralning eost for the 12-moanth period as
well as 10% of the internship allowance from CSR
funds. Targeted at unemployed persons aged bet
ween 21 and 24 wha are nor engaged in full-time
education at the time of applying, the Minister
said this scheme wouldl, over a live-yeur perlod,
potenially provide one crore youth with a
chance to gain exposure to a real Jifie business en-

and varied i All these
schemes will, however, need to be weighed
against the backdrop of the fact that India needs

package offered by cumpames
attempring o internalise that subsidy. Another set
of subsidies, such s the 3,000 3 month
contribution for twe years to be made by the

c.r,
Chandrasekhar
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Etanonry Research
Institute, LMass,
Amberst, L5,

The mbsmaich
between the
problem ar
hand and what
the Budget
offiers s stark
be it on welfare
or even iking
care of key
poliical allies

government against provident fund
subseriptions, acerues directly o emplovers.

A second bucket consists of schemes, varying
fromn subsidised intemships and interest
subvention for educational loans, which artempt
to “skill’ workers largely at state expense. in ways
that are expected to make them more
employable, The assumption ks that it is not
inadecquate and inappropriate growth, but a skill
set mismatch between what job aspirants have o
offer and industry needs, that is responsible for
unemplayment,

Combine this with direct 1ax concessions for
Faredgn firms and Indirect tax adjustments to
Evour domestic manufacturing, and the picture
thar emerges ks that the unemploviment problem
I sought to be tackled by persuading private
capital with transfers o hire the unemployed in

“productive” jobs, The underlying perception,
which misses why high growth does nod defiver
mare Jjobs is that business wanes m hue bat finds

ilable labour farce ar
unsuited, skill-wise.

This mismatch between the problem at hand
and what the Budget offers is even more stark
when it comes w agriculture. While peasants
unabibe to mike both ends meet because crop
production s cconomically unviable have been
demanding procurement at a begally guaranteed
minimum support price, the Budget promises to
implement a long term programme Lo raise
productivity and production. Farmers who have
been on the streets for years now are unlikely to
be impressed.

Whal the key allies have got

is likely 1o be greater amo
thn:N'D\s allies. The JI(U) in Bikiar has been
promised a combination of sundry transport,
power, education, sparts and religious turism
Infrastrueture 2s an implicit quid pro quo for
political suppert, which is a far ery from the large
sums that it was expected to receive if granted the
special status it demands, but has been denied.
The TDP has been offered support to bulld is
new capital at Amravati, on which Chief Minister
N. Chandrababu Naidu has staked his prestige
and formunes, But what is shocking is that these
promises have not been backed up by significant
finaicial suppart from the Centre, with much or
almost all of the spending to be financed with
borrowing, especially from the multilateral
development banks (MDBs), facilitated by the
Centre, Why the MDBs should listen to the ND4
leaders Is not chear. But even if they do so, this
winild omly incresse the debt burden of these
States. Moreover, given the restrictions that have

been placed on borrewing by the States, it ks
unclear how debt for thess purposes could be
“additional” towhat the Sate may have in any
case chosen to ineur.

Preocoupied with propaganda aimed ar
concealing the litthe that has been done in these
politically-sensitive areas, the government in s
first year in power has chosen to completely
ignore the welfare schemes it made much of in
the run-up to the election. Thus, total
expenditure for the National Social Assistance
Programme covering pensions and dizability
benedits, which stood ar T9,652 erore in 2003-24
as per the revised estimates, has been allocared
exactly the same amount in the Budget for
D5, That is the fute of the Natonal Rural

Guarantee P as well,
where the allocation for 202425 is exactly the
same ss the revised estimate for expenditure in
200324, Despite the extension of the free
faodgrain allecation under the National Food
Security Act, the food subsidy is budgeted m fall
from $2,12,332 crore (RE 23-24) 1o T2,05,250 crore
(BE 24-25), It s omly In the case of the Pradhan
Mantri Awas Yojana (PMAY) that there is evidence
of backing grandiose statements in the Budget
with some increase in allocation

The secret source’ of funds

Sa, is there any larger ambition reflected in the
Budget? There are two clements that stand ow,
Ome is the ok with fiscal diclati

with the fiscal deficit expected  coane down
from 4.9% ol GDP in 200324 to 4.5% this year,
and a promise of staying on that path
subsequently. The other is the daim now made
every year that the Bfi*led government & taking
capital expenditure 1o new heights, especially on
Infrastructure, Capital expendiniee thar rose from
FT.A0,035 crore in 2022-23 to I948,506 crore in
02324, |s budgeted 1o rse further wo TILILIN
crore in 202425, With tax revenues not expected
to register any special buovancy, how are these
conilicting targets expected 1o be acheved? The
well known ‘secret source’ Is once again
dividends and surpluses from the Reserve Bank
of India and leading public financizl institutions,
which, having risen from £39,961 crore in 202221
to a huge £1,04,4407 crore in 2005-24, are
bundgeted wspike again w T2,32,87 crore in
202425, But even these funds garnered thoogh
transfers within the state are not available for
welfare spending or meaningful support for allics
on whom the government depends, Prime
Minister Narenudra Modi and his advisers have
either not learnt their lessons or helieve there is
none to be learnt.

A message of fiscal stability, growth continuity

e FY25 Union Budget has sent out a
strong message under the new
administration — there remains an

unequivecal focus on stability (fiscal) and
ity (of PR PR

o, on average, penesate 785 lakh farm jobs
annually until 2030, as the Chief Economic Ad-
viser highlighted in his Economic Survey, largely
o absorh the workforce exiting agriculture.

In yet anather acknewledgment of the primi-
ey of the politieal economy in policy making, Ms,
Sitharaman has sought to quell the strident Op-
position charge of belng too cosy with large cor-
porates by making a concerted bid to address
same of the challenges faced by the lynchpin
MSME sectar. Beginning with a credit guarantee
scheme to help MSMES in the manofacturing sec-
tor obtain loans to finance their purchases of ma-
chinery and eguipment without collateral or a
third-party guarantes, the Budger's proposals for
the key employment-providing sector have been
taillored 1o ease thelr access not only to debt -
waneing ancl working capital, but also to business
opportunities as potential suppliers o a wider
poal of central public sector enterprises and
large corporates. MSMEs, however, may wait to
sae the outcome of vet another Budget assurance
by the Minister — that the government will work
te further simplify the GST regime and rationalise
the tax: structure - befire cheering, ghven the di-
ficulri ey encounter with the indirect tax sys-
tem, For the middle-class, Ms. Sitharaman's me-
mu of offerings is focused almost entirely on tax
relief for the salaried. In a bid to entice more tax-
payers 1o wholeheartedly embrace the new [n
come-Tax regime, the standard deduction has
been raised and the tay slabs with their relevant
Lax rates revised 50 as (o Jeave a Bthe more mo-
ney in the hands of the salaried, post taxes. Pen-
sioners are also set (o benefit by a marginal in-
crease of 710,000 in the deduction allowed on
Family pensions.

Mz, Sitharaman's Budget for 2024-25 yer again
sticks to the government's fiscal conselidation
path, with the Fiscal Deficit proposed w be pared
to4.9% of GOP. To schieve this fiscal goal, the Mi-
nister has quietly set about paring ling on

amidst a new chiselled I'rtcsus an prrwridirug growth
amore inclusive character in India.

Focus on ‘weaker building blocks"

The 8.2% GDP growth in FY24, while
commendable, was driven by an uneven
K-shaped segmentation. The premiumisation of
consumption, s seen m the robust demand for
Tusury cars, houses and goeds, colneided with
stagriant wages, low fast-moving consumer goods
sales and (food) inflation continuing to
vociferously bite those at the bottom end of the
income pyrambd, The Gscal deficit, a1 5.6% of GIP
in FY24, still high compared to pre-COVID-9
pandemic levels, provided the needed growth
Impetus via capital spending ot a time when the
private capex cyele remained much on the
sidelines. Against this background, the FY25
Budget, through a panoply of measures, has
addressed the weaker hallding blocks, vz, 10
improve the qualicy of employment, fortify
agriculture and bring in the micro, small and
medium enterprises (MSMEs) into a meaningful
rodeplay in India's manufictaring renakssance.
This will pawee the path 1o establish a Viksit Bharat
by 2047,

Frum an agriculture perspective — currently a
key priority - promoticn of Atmanirbharta in
pulses and odiseeds, a focus on agriculiure
research (bearing in mind the realites of climate
chamge), large-scale clusters fon vegetable
production, and Dgital Public Infrastructure
(DPT) in agriculture for coverage of farmers and

Co-Mead, Research,
QuaniEce Research

L

Shubhada M. Rao

Faumder,
QuantEca Research

The strong
message from
the Union
Budget is about

giving growth in

foodgrains under the Pradhan Maniri Garib
Kalyan Anna Vojana (PMGKAY), now extended for
five years.

improved and undistupred lending, banks will
now be allowed to develop in-heuse credit
assessment and a facilitation backed by the
Eovermment bo continue toextend credit to

On employment generation MSMEs even during stress times,

The Busdger entailed an energised focus on W af these measures will doversil

employment generation, for the youth especially, | | Iy with the macro focus of pushing a

within the ambst of the tormal workforoe. A new Juhltdmwlhhﬂhtmuﬂummm

scheme offering incentives to well dably, the government has succeeded in
0 join the fior the first ing the fiscal ine whilst

timie, was announced a1 an atitlay of TH,000
crore through the Ministry of Labour, Other fresh
schemes incentivising internships with an outlay
uw. 000 crore, and For skilling youth in

borathon with State g amd
imdustry were mmw;ed This somewhat
resonates with the ripartite compact (hetween
Centre, States, private sector) that the Economic
Survey had recommended on the eve of the FY25
Union Budget to deliver on the rising

a wide gamut of measures torstimulate thee
ECONOMTY,

Looking abead

Compared w the lnerim Budgers fscal deficl
estimate of 5.1% of GO, the government pruned
the FYZ5 headline deficit target to 4.9%. It kept
the intended 70 Basis points consolidation over
FY24 intact, as in the interim Budget. This allows
fora ition to 4.6% fscal deficit to

of Indian youth.

Outlay towards housing saw a massive jump in
the FY25 Budget. For urban Fradban Mantri Awas
Yogana (PMAY), the govermment allocated 37%
more funds in FY25 versis FY24, which though
impressive, pales into some degree of
insignificance when compared to the 70% jump
budgeted for the rural counterpart of the scheme.
Housing for all remains a key hallmark of the
govermment, which now embarks on its version
20,

The PLI Scheme te got a handsome raise of
75% in the FY25 Budget, driven by higher
allocation to the auto sector. This was
accompanied by tweaks to sectoral custom duties
i a bid to support domestic manufacturdmg and
deepen local value addition. Financing
constraints, typically faced by MSMEs, were

GIP In FY26.

The dizplay of intent o continue to eonsolidate
115 fiscal position well beyond FY26, preserves the
trust that this govermment has earmed from
economy walchers in the st Few years, despine
facing the pressure of new demands by regional
partners.

While the capex target was lefi unchanged at
2111 trillion, the gains from the Reserve Bank of
India’s transfer of & record high dividend of 22,1
trillion earlier this year were divided between
igher welfare spends and a reduction in fiscal
deficit.

All this will serve India well, at a ime when
damestic bonds have embarked on a maiden
Journey of getting included in ghobal bond
indices. In the face of greater scrutiny of India’s
fscal metrics by international agencies, now

several soclal sectors including school and higher
education that zaw cuts in their shares of Budget
outlays. The most egregious reduction though
mvust be the cut {n share of spending on the rural
job guarantee scheme — MGNREGA — with the
Budget Estimate pepging the spending on the
seheme it a nine-year how share of 1.78% of over-
all outlay, down from L92% in the Revised Esti-
mates for 202324, Subsidies too acros the
board, from fertilizers to food and petroleum
have been pared. And glaring i its absence in
Ms. Slitharaman's speech was any mention whin
aoever of what was once the country’s single lar
gest employver, the Indian Rallways. Political com-
pulsions, as expected, resulted in significant
allocations for Bilar and Andhra Pradesh, the
Srates with the BJIMs crucial allies in power. All
told, Ms. Sitharamun seems to have halanced the
political and fiscal cu:npn]m.m Lo Some extent,
=]

thedr kands, are all likely to support the Annadara | i3 2 more addressed via promise to Eicilitate werm loans to | morne than ever, an adherence u fiscal diseipline
(e, farmer). & thriving agriculture sector will Inclusive MSMEs for purchase of machinery and prepares the groundwark for the possibility of a
allow the government to deliver on its promise of character equipment without collateral. To facilitaze sovereign rating upgrade in the future.
LETTERS TO THE EDITOR

i dget 2024-25 and other infra-elated The lull Budget presented in | regime of taxation. The There s no mention of manetary help and projects
Contrary to the previcus works under the AP Parliament yesterday s need i to link income-tax frazen DA, Small-scabe to Andhra Pradesh and
Budgets, it is quite Repeganisation Act will bea | deeply disappointing. There | threshold as well as stabs to | savings and the interest Bihar,
appreciable to nate nine bonanza for the State. The was ng mention of the the Consumer Price Index eamed by the commaon The peor whose real
priority iterms have been announcements en large Railways, especially with its | so that exemptions will be man on hard-eamed Ineeme has been falling and
frarned for focused mfrastructuse projects in safety record sullied by 4 automatic and realistic and savings of a lifetime need 3 miade worse by galloping
attention and 1o ensire Bihar is another nod to a trail of consequential not he subject to the whims | thorough review. feod inflation, have been
overall development, key coalition partner at the accidents, The Budget also of burcaucrats, Taxpayers The subject of medicines Ignored. Equally
E-vouchers and financial Centre, mirrors polifical sheuld raise their voice and taxation is another area | conspicueaws by its absence
support to students for a The sxpectations that partisanship as evident against injustices. that needs scanning. was ary mention of a
sum of ug to 240 lakh for senior citizens had about from the flagrant neglect of A, Shroevas, iam Pavani, plan for rail
higher education in relief on 1ax deducted at the non-BJP-ruded States. Chennal Secunderabad safely or a road map to
damestic institutions and source on their interest incidentally, the presant meat the needs of a
upgrading 1,000 [Tis asa income have been belied. Budget justifies the reed far | The Budget is a huge Driven by a compelling majority of rail passengers.

hulby and spoke model are
novel steps.

Budgetary support for early
rompletion of the
Polavaram peoject, aid fora
capital in Andhra Pradesh

The Budget remains quite
silent an the railways sactor,
which is quite unusual and
SUFpFising,

RV Baskaran,

Chennal

a separate railway budget.
H. Sadasivan Pillal,
Gurtakal, Aeicdira Bradesh

The Uinion Budget appears
1o disincentivise the old

disappaintment, espacially
for government employess
and pensioners. The
income-tax structures, of
the old and the new, can
only lead to conf;

Irstinet of politieal survival,
a much chastened Prime
Minister has made the
Unkan Finance Minister
nnnmmce a flurry of

il generols

Litters emaiied 10
lemers@thehindu.coin
st arry the full postal
address and the full name.
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Continuity and
employment

Budget retains welfare-with-prudence focus.
Govt heeds electoral lesson on need for jobs

head of Budget 2024, the big question was

whether the Bharatiya Janata Party’s (BIF}

subrpar performance in the summer’s

national election would push the
government into unveiling a populist budget,
especially with assembly elections due in
Maharashtra, Haryana, and Jharkhand later this
vear, The budget pn'semn-d b_yfinamx minister (FV)
Wirmala Sith iom in
the negative tafshmmmg populismin favour of the
government's templated approach of welfarism,
reforms, and fiscal prudence, but, despite the length
of the FM's speech — it was her second shortest
budget speech after her speech while presenting the
interim budget on February 1 this year — still sought
to create a positive political narrative, a big theme
that touches lves, make a real difference, and which
the government can speak about.

The big theme of Budget 2004 is jobs, or
employment. Mrs Sitharaman announced a bouguet
of five schemes, with an aggregate spend of around
22 lakh crore, aimed at incentivising companies w
create jobs, and at tmining young people to be ready
for jobs (including an apprenticeship programme
thiat can expose voung people to the biggest and the
hest companies in the country). Irrespective of data,
it wasclear that India was not creating 48 many jobs
as it needed, nor providing young people with the
required skills to be employable, and this is perhaps
the first budget to attemnpt to solve both problems,
and in scale. Much (as it always does) will depend on
the implementation, but this is, on paper, exactly the
kind of mtervention the most populous country in
the warld (and also the one with the lurgest working-
class population, a distinction India will hald rill
2045} needs, It is also a more productive response to
the angst that wos perhaps responsible for the BJP's
performance in the Lok Sabha elections; after all,
maore jobs is exactly what India needs at the moment.
But the BIP's choice of emplovment as its big theme
for the budget sugzests that it also believes it can
buailel & political narrative around it. To be sure, there
are other things it can do between now and the
elections that could also help —for instance, in the
case of Haryana, a tweak in the Agniveer recruitment
scheme for the armed forces.

'I?mr areother political exigencies that the budget

a5 ded to more lly. With the BIP
dependam o Andhra Pradesh’s Telugu Desam
Party, and Bihar's Janata Dal (United) — both are
senlor panmers in the respective Natlonal
Democratic Alliance governments in the two states —
fior its majority in the Lok Sabha, it was a given that
the budget would announce a package of some sort
fior both, It has done just that, with an emphasis on
infrastructore, and the first reactions of the two
partners indicates that they are satisfied, at least for
the moment. That should remove any question
marks (if indeed, any exlsted) over the stability of the
BJP-led NDA government.

The Indian middle
class expected more

Continuity, capex, jobs
and capital gains taxes
lie at the heart of this
year's Budget
isdkget 2004 chrme at a rre
moment in the history of

Inibiin budgeds, Tax reve-
nuesare up. bankand car-

regime under which peaple can
claima multinice of dedactions saw
nochange.

Thee big changes have been bn the
cupial Fnlnﬁ space, Capétal gains, or
prafis from ssers, nre toxed differ-
ently depending on how yon hold
and for Bow long you hold them, It is
messy and complicated. A promise
s been made toclean £ upand che
direction seems fo lmv:hemm As

cleaned up, resesves nre
looking wmd and a !umrlu‘ b

stpgested <ol
o i hese pages _mep:.nf-'
wuwfrindiestanitmes com)

i harteh-Bur-g.

from the B [ India has
baletarod e abiliey of the govern-

rben 1o spend without

ing the fscal consolidation process.
But there are two clouds on the hord-
w0l — slowing consumption growtl
and tepid privite secior imvestment,
There wesa thind s=se in froncof the
governiment — the middle class
wanted 4 break from the increased
taxation it has fnced over the yesrs,
While Budger 2024 has not
addressed all these issues to every-
baely's satisfoction, 1t has started the
weail ke om thie path that doee.

The lewer end of the middle chs
hns mot & rax heeakowith the nx slabs
and standard dednction going up in
the pew tax an:iabh.“vl‘ia‘qul

alab rade but there is a window 611
Aprtl | 2026, to rethink thisand sean-
dardise the mtes with other assct
clusses.

The government and regulitors
are worried abor the runaway
futures and options (F&0) markel
hat might e causing the tail towag
the dog. The worry s that lsrpe
hedge s with smirt algorithms
amlu:chnnlngyamm millions

of doltars seting outside the
country af the cost of the
tiny Tndian retail fnvessar

who seesthe B0 market as

ftein-n-logical-way- a easine ond B losing
M), the maoney.

direction i 1o seandardise The: securities transaction

the rates and the holding  Monika 2% (STT] has been hikicton

periods eventually, In this Halan Lath utres sml options

pricess, listed stocks and
equity mutual funds have
Been hit by un increase in

the short- and long-term capizal
pains tax which mow stand at 20%
and EL5%, up from 15% aml K%
respectively, Looking oot for the
smallinvestor, the tueexenipt prafit
bas been hiked from # lokh 103115
Lakh in a year,

Real estate has both wonand lost.
It bomg-term rate has dropped from
20% to 12.5%, but [t has lost the

5 Y ee

by i ik 1 0 th

Smndard deduction i up Irom
AF000 50 TFHO0, The total bencfit
of these changes is 4 maximum of
F7500 Tor the tnxpayer. The old tax

the fnvestor to nflatdon-adjust the
buying price thereby reducing the
profit and hence the txation. Debt
Fund profits continue to be tmoed at

ABarnpen Uhe interest, More

arps are awnled from the

Securities and Exchange
Board of Indla to pot in place &
framewnrs thet is Fair and discoumn-
e Investors [riim unsultable prod-
ucts while aliowing the F&D market
10 Dedge the risks s i it peimary
mandate.

The worry of economists that
Inidin is (0 n phase of jobless growrh
found place in the budget that had 5
slew of proposals o boost jobs.
Meestly wimed at fiest time workess,
the povernment i willing o spend
money 1o move e b fornml
employment as reflected in the

ikyees Provident Fund Organisa-

Theworry

placein il

thon (EPFOY employment numbers,
But there are lot of hoops 1 jump
through hefore this money will be
given. One of which ia that the
empboyes must go through s finan-
clal limracy course befare she can
clnim thenext insealment af o prom-
ised handout! Anathier route is 4

contimse ty tnx the top 10% of the
population heavily. I will s assews
and tncome and iy goods and
services, Despite o big middle rllsz
push this year for tax breaks, the go

ertiment bas not biinked — it mi 1||
pay a podlticol price, but that ts {ive
Mrsnm Im gmvmlm it Isgonx

interns for nyrm with the poverm:
ment paying for most of the coar,
with the cost af training and 10% of
The stipend coming froom the firm's
Corporaie Social Responsibility
money. This is a veluntary scheme
for compandcs. It might be a good
iden For those firms wha find it diffi-
cult to get skilled workers = an
incentive scheme like this might
mllow then the runwey 1o find, train
and then hire these workers.

From 55,000 feet. the Budget 2004
story is this The government will

prunem path
semsible bo — this means
keeplng donms gi&lim, dawn and
borrowed maney largely on

capital investment.

It has mkem note of the issue of
b and is trying to incentivise the
private sector to hire moreand the
warkers to go to work. 5o, the
e lopks pood. bat it 1s the degails
that will el thereal story,

Motk Hala b ot st af e
Loet’s Talk Momey bock series,
Theviowes expresised e pecsonal

The elusive quest for
jobs in Viksit Bharat

(13 particularly focus on
employment,  skilling,
MSMES". Finanée minister
(M) Nirmala

wine in thye form of creit goarariees and fuc-
tor miarket

p firt s prinritiy nlocugwmm
full m{gmurrm elyel desel
clearly indicates that, Prime MInL\tLr EPMJ BJI nscummﬂst '\nmﬁmukmndsmtlx
Narendra Modi and his MEME growth is poor

findly acknowledged that without qua!ny
s, thie patdy i Vilsi Tt will remain el
sfve, But [n s prescripions, the badget lays
beare the unresobeed bensioms in economic pal-
ey mubdng that browght us to sueh & pass.
These

offers little by way of salutions.

The first i the fovimal versus biformal
eronomy, and the roleof govermment in ere
biling transition parhways for betier qualiy
Jjobe. The Economic Survey bighlights that

quality mnfrostrocture. ;)mllculnﬂy in the
srmnl] e sensus v (lacal roads ot high-
ways, transport. power]. This reality has heen
[urgmlgn i the rush to formalkse via bllml
m\llﬂ Incliding b
1. Taget there, ded

ncw policy imagination. Dne that, 53 Bsole
argues, pricritiscs cupital expenditurc for
hrgl nni alullxlwuyf:nuu s bighwags
amd Vansde Bhazat. Mareover, we need o refo-
s soctal policy sech that It addresss vlner-
abdlmcs of urban workers, including via an

corporite profits have mearly o P
between FY20 and FY2Z3. In sh 1.
the recently released '\nnunISArvl‘yunlhirr
corporated Sector Enterprizes for

roughly the same perind. shows
deeline in the growth of enterpeises.
in manufacruring. and with it a
i in empoyment, [rom

A rworcanirasing focts.
highlight the reality of Indin's

avoisted growih v the simall o

Yamini
rowth model — a model thar Alyar

ur b L
mmw 3 i
Feare of this is an (he agenda.
secand tension relates 1o wel-
fiure palicy. This badget offers no
irertiongd change. Alloestions for
key welfare schemes remain stag:
mant, a6 they did in the interim bud-

h transfers.

AMIT SHAH

(]
The budget luels the nation's pace
on the pathofemerging asa
developed nation by usheringina
new eraof nplm ment and

The budget echoes the
Developed India vision

‘mance manster Nirmals Siharaman
Ttz ::;enculuuslyaw,saeﬂl iy 8 iz

small but 15 & very tmportant step, from the
pint ol view ol furthering soxial progress.

Her erucial lor eeo-

udget demnonstrates thisamply. There  nomic growth. retain a substantial alloca-

isa marked focus on uplifing the d o, of LI lakh crove or equivalent to 34%
taged sections, including the poor, women.  of the GDP.

yuu(l: sl farmiers.

The barge! daso unp]m-uw; enbnacing
tourism Tourism will act s a

Budges 202-{ umaciled a iu
i pillars —

got, Its welfarlst stance notwith-
g, the Medi gimermiment. in s
swceessive avatars, has been o con-
servative welfre spender. Between

201515 and 2024-25. soclal seclor

warporaed enlerprises dmn miabe up
the Informal economy, where (I;e bulk of
Indlia is emploved, to bleed. This is India's
K-shaped econcomy —actively facilitaved by
policy misstegs of the last decade from

spenifing s ortion of el
ernment oxmﬁllu:oif.\l From 235 o g{
Fiscal spaee for Modi ki Guarantee was
squeezed oul of health, education and mutri-
tiom,

The budger has da ot of ¢ n
around taxes it has made more changes in directand
indirect ones {the duty inversion in customs duties of
5everu] products has been nddressed, making local

ing more o than many

budgets in recent years. Stock marketinvestors are
unhappy about the increase in long term capital
gains tax o 12.5% trom 10%: and real estate investors
are happy at the reduction in the same tax from 20%
o 12.5%, but unhappy that the benefits of indexation
{itincreased the acquisition value of the asset by
Luk{ng inflation [nLo account) have been scoapped;

le-class tany whi have opted to
e taxed under the new tax regime are cheering the
shight changes in the definition of income slabs, and
the increase in standard deduction, but thereisa
larger message behind these changes In taxes. Read
along with the FM's statement that suggests thata
new direct tax code is in the works {or will soon go
into the works), there is clearly a move towards
simplification of the tax framework.

And, finally, the economics of the budget show that
the government has, in reality, not moved away from
its established template. This is not a contractionary
budger, so the focus on welfarism continues; as does
the emphasis on capital expenditure (it remains at
3.4% of GDF). But neither has come at the cost of
busting the bank. The budgeted fiscal deficiz ar4.9%
{lower than the 5.1% mentloned in the interim
budget) is a sign of fiscal prodence and
macroeconomic stability that has become
characteristic of the Indian economy under this
government. Continuity is good, us long as the jobs
getereated,

o the Covid lnekd

whkhm«wucdmelobschllkmr
T beudget's big ticloet interventions — the
Emiployrment Linked Inoentive (ELL schomie.
the internship progrmme and skilling —
ki o e face vahwe oy vell be rensons-
b Tterentions, unlhkepmmmhm:d

Itising critical In
human capital is not unigue to this last doc-
ade. However, \echnology crented a new site
of tenslon betwoen human caphial and cash
tramsfer, DET-based transiers sold as “guaran
teed” are far more visible and thesefore elece-
acally salicnt than investment in the public

caber
sector — the ELT Inccntlws ary Hoked 10
EPFO, the nernshi s are in 500w compa-
‘s — beaving unaddressed the vast miormal
economy where the real distres is, Not only
does the budget ignore distress in the
|!|I'|{r|l&] secton, italso doesnt recognise the

sation in the kg fexm. Nothing has been
lenmit fram the b d by Toreed for-

E
cution, Indeed, Samgra Shikshn, the flagship
scheme for school edueation, sw o slight
drop in allocation over the intecim budget.
T wiincllall fram the: Reserve Bank of Inidia
coukd have been used effectively, bot that
mequires o policy imaginasen e :ues
tinkering with deficit targets. We
mMmur an the path ol skilking on the I:m‘hi
syatem where S0% children in

malisation of the last decade. Rather than a
palicy road map and transition pathnvays, we
ot niw sehames and some palitical squab-
g over wiho owns Use ddew, the Congross or
the Bharatiya Janst Parey!

Twn important elements of such o voad

mapdid fnd mention bn the bodget MSME's

and urbanisution. For MSMEs. there is ali

standand 5 can barcly road 2 standard 2 ten?

The thind i Centre-state tetisions. In the
Econcaic Survey and bodges speech, the need
1 woek b it

 reforms i d
mention, However, this requires a commit-
men e federatism, missing lo this govern-
ioent’s TNA, The rulirg partics in Bihrand
Andirn Pradesh extmcted thelr pounds of
Nesh, bux this is the price of coatiiion polatics,
For the rest, devolution e amnes &5 a pereent-
of gross i rivenne is stuck ot 3%, 3 far
exylrom the 5t Finance Commission reor-
it of 41% There romasins b Imnnin

tisya fior
an the Blame game will comtinue

Tn Ber speech, the FM promised 1o formo -
b am econcenie policy framework: But if this
fraesirk contmues i paper s the chial-
lenges, spd refe ™ 1
policy missteps of the lnst decode played in
exacerbating the jobe challerge, we will getan
coonony then will continue t hobbli studk n
a Ke-shiaped Viksit Bluaat

“Famind Aryar will be a vinring senfor el fow s
Frown frowm N5
Thoa whewss sxpressed ure persunal

np’icul.tumrmploymnl Imluslwdc\'olop-
ment, manufacturing and services, urban
lopment, onergy, infrastructure, invova-

catalystin mmmnmmur thee eon-
oy as 1 will suppml I.Dcnl enmpmncurs

altied ln!'m ﬂnil hoos( nuh'lw T'hls ls

and next-gen
reforms: These pillars will serve as guiding
principles ulmcd u Nrst\rlng hroad-tased

“The stutes uf Bilar mal Andlus Pradesh
veere the bi heneficiaries in terms of
fiiatives o

Cemral o the lmtgecq qenda i the

arcund meghbg Furdgn tourtsts shall also
mirh:

enhaneement of ral

anl resilience i m:tlhm Si00 billjon frem

agricultural expores. A stnificant allocation

of 7152 lakh e rore baes Deen made 1o e agri-

culture and allbod sectors, underscocing the
z n h

E]
fmmlug peactices atd belsiering
rural eocomamves, The budget intro-
duces three pivetal employment
schemes linked w enrolment in the
Empioyee Provident Furd Onginis-
tion [EFFO), These initiatives
includbe 0 Divect Bepelit Transter

flowes. hiely
I|g AT the wurrent seeount defielt, The

lgmun.Thls budget bas tried w rationslise
tax rdes with an increase in standard deduc-
tion for salaried eenployees, and ben-

ity in tas slab in new tax regime.
Thae laslges airned at stanchindls-
img the definition ol long-torm and
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‘WORDLY WISE
IT'Ss NOT FROM THE BENEVOLENCE OF THE BUTCHER,
OR BAKER THAT WE EXPECT DINNER, BUT FROM

THEIR REGARD FOR THEIR INTEREST.

— ADAM SMITH

ThelndianEXPRESS

< FOUNDED By =
RAMNATH GOENKA

BECAUSE THE TRUTH

INVOLVES US ALL

HOPE DEFERRED: A
HOLDING OPERATION

First budget of Modi 3.0 is circumscribed by the election verdict.
On jobs and private investment, a patchwork of proposals; on
taxation, some good ideas —a bold, reformist plan s elusive

NION FINANCE MINISTER Nirmala Sitharaman's sixth full-fledged budget
— the first in the Narendra Modi-led government's ﬂ]ll’d term — does not

major problemsc on-

omy: and c It performs a holding
operationinstead of acoherent economic framework to deal with

ing concerns as well as th long-term structural i togrowth, Whether

the lack of policy boldness or reform impetus in the budget has to do with the BJP being
unable to secure a majority in the recent national elections isn't clear. The budget's focus
seems to be more on the Modi government's efforts to cement its stability by securing the
support of ke allies, especially the JD(U) in Bihar and TDP in Andhra Pradesh.

Both i ignificant financial assistance. This includes Rs 15,000
crore to AP for the development of its capital Amaravati and the early completion of the
Polavaram irrigation scheme, and a new 2,400 megawatts power plant, along with proj-
ects for road connectivity, flood control, airports, medical colleges and religious tourism
for Bihar. Of course, a fiscal stimulus like this for Bihar has positive cascading effects. But
there’s no escaping the politics behind this economics —no wonder that other states are
callingit out.

ITHIN THESE CONSTRAINTS — many of them self-imposed by a dispensa-

s ; s ; tion used to governing without the pulls and pressures of coalition compul-

sions — the budget has specific positives. It stays the course on fiscal con-

solidation. The finance minister has targeted the Centre's fiscal deficit at 4.9 per cent of

GDP in 2024-25, a significant reduction from 5.6 per cent last year. Sitharaman has also

restated her intention to bring down the deficit to below 4.5 per cent by next year. More

importantly, the government aims to keep the annual deficit from 2026-27 at levels that
ensure that its debt-GDP ratio is on a declining path.

This commitment to macroeconomic stability — also extending to low inflation and
current account deficit — is necessary for long-term sustainable growth. Equally welcome
are the proposals to abolish the angel tax for all investors in the start-up ecosystem, low-
ering of the corporate tax rate on foreign companies from 40 to 35 per cent, and furtherin-
centivising of the shift to the new income tax regime sans exemptions. The budget has
raised the capital gains tax, on both short- and long-term assets, and also the securities
transaction tax rate on futures and option trades in securities. This was in line with the
Economic Survey noting that financial assets are “claims on real goods and services” and
“itis a harbinger of market instability” if these are excessively high. The government be-
lieves, based on the evidence, that the markets are overheated and asset price inflation,
whetherin equities or real estate, could present a new source: ofmacroeconomlc instabil-
ity. The stock markets didn't take ki itially, but rec
ing the day. Ultimately, it is earnings, not irrational exuberance, that should drive prices.

the need to create an estimated 78.5 lakh jobs annually and the private sector
notinvesting enough to enable the same. The government may have done its bit
in capital spending, which is budgeted at Rs 11.11 lakh crore or 3.4 per cent of the GDPin
2024-25. But the augmented public investment is yet to really crowd-in private sector
investments. The latter has not taken the baton, which alone can sustain a virtuous cycle
of i job creation, inc

The budget does not offer a way out of the conundrum. What it has is a patchwork of
proposals: Providing a one-month wage of upto Rs 15,000 to all new entrants in the for-
‘mal workforce; reimbursing employers up to Rs 3,000 a month for two years for their
contribution to the employees’ provident fund; and a monthly allowance of Rs 5,000 for
those doing a one-year internship at the top 500 companies. These schemes, however, do
not tackle the primary problem of why corporates aren't investing in the first place —
hard to believe how a financial transfer to those who have got jobs will create jobs.

Fixing that will call for steps to assuage genuine risk concerns of companies, invest-
ments in education and skill development, and factor market reforms. The budget has
no big ideas that will inspire investor confidence or set in motion a process that will pre-
pare the next generation for the disruptive changes that lie ahead. At best, it does no great
damage. That is not what one would expect from the first budget of a government that
claims a historic mandate in its third term.

But given that the next budget will be due in just over six months, the current budget,
it can be argued, has a limited shelf life. Hopefully, by then the government would have
learnt to work constructively with its coalition partners as well as manage a resurgent
Opposition. That will then enable it to present a more ambitious economic plan that a
country with a growing young population with rising aspirations desperately needs.
That's the hope.

THE ECONOMIC SURVEY had outlined the “real” challenges facing the country —

andc

ACTS OF RESISTANCE

James CScott’s work nudged social scientists to look at
ways in which marginalised struggle against power

N THE LATE 1950s, when a young doctoral researcher at Yale University left for

fieldwork in a Malaysian village of 70 families, several of his friends and teachers

warned that the* " move could tohis career. About

three decades later, the experience would provide James C Scott the basis for his
groundbreaking work, The Weapons of the Weak. It explored the techniques used by peas-
ants to resist state power and launched Scott as one of the leading figures of resistance
studies. Scott, who died on July 19 aged 87, often descnbed the book thatexplored the non-
ideological ways in which the far d dragging, evasion, gos-
sip—as a piece of work that gave him the most satisfaction. “The greatest emancipatory
value for human freedom and the promise for liberty,” he was to write in one of his last
works, Two Cheers for Anarchism, “have not been the result of orderly institutional proce-
dures, but disorderly spontaneous action cracking open the society”.

Scott's work has been a major influence on scholars — practitioners of the Subaltern
Studies school, for instance — who believe that most resistances do not speak thelr name
It made social scientists realise that by payi iononly to formal i
public protests, they had pushed away a lot of resistance from their radar. Weapons of[he
Weak gave anew lens ine acts suchas jay ing, army desertions — as opp«
tomutinies — s struggles for citizenship rights. It nudged sociologists and economists
1t bly-li as aform of resistance against factory elites.

Other works — Seeing Like the State and The Art of Not Being Governed — placed Scott
amongst the ranks of seminal critics of the hyper rationalism and overconfidence of the
modern state. Ironically, as a student on field work, the anthropologist had given infor-
mation to US intelligence on his Southeast Asian respondents. Scott has written about
this experience as a matter of fact, and it is not known if he ever regretted his actions.
Whatis well known, however, is hi: for* ratic politics as a process of

gradual education”.
EE m [ | |

Prud

ence and plumbing

With fiscal space exhausted, demand will have to
come from structurally lifting consumption, exports

SAJJID Z CHINOY

TO UNDERSTAND THIS year’s budgetary
choices and trade-offs, it's first important
to appreciate the global and domestic con-
text against which it was presented. There
seem to be two conflicting forces at play.
First, even as global growth has remained
resilient, global disinflation has been grad-
ual and halting, such that interest rates in
some parts of the world remain at multi-
decade highs. Add to this, elevated geopo-
litical uncertainty and the prospect of a US
election that could upend the world
order, and the global backdrop borders on
the hostile. At home, despite strong growth
lastyear, India’s combined public debt/GDP
actually edged up. All this would suggest
there was no room for macroeconomic ad-
venturism. Fiscal deficits would need to
keep coming down. The only question was
how much?

But there were other forces pulling in
the opposite direction. Thus far, the heavy
lifting on investment in India has been un-
dertaken by the public sector. However,
given the aforementioned fiscal and debt
constraints, the investment baton will even-
tually have to be handed over to the private
sector. The good news is that corporate bal-
ance sheets are the healthiest in years. The
challenge is that firms need more demand
visibility to invest with conviction. This is
dramatically accentuated by events in
China. The sheer quantum of manufactur-
ing excess capacity there has created fears
of a China Shock 2.0, wherein China's ex-
cess capacity (and deflationary impulses)
are being exported around the world.
Consider this: The US Treasury estimates
China'’s planned production capacity of
electric vehicles in 2030 will be above 70
million, even as total global EV sales that
year will be just 44 million! All this
simply raises the bar on-demand visibility
for the private sector to invest around the
world, including in India. Where will that
visibility come from? In India’s case, with
the public sector having to retrench, it will
have to come from private consumption
and exports.

‘This, then, was the delicate balance the
budget had to pull off: It has to remain fis-
cally prudent and yet sow the seeds for
private consumption and exports to lift
more structurally.

On fiscal prudence and budgetary math,
policymakers have checked all the boxes.
First, this year’s deficit is pegged at 4.9 per
cent of GDP, even lower than the interim
budget. This, in conjunction with last year's

larger-than-expected consolidation, means
the Centre's fiscal deficit will be reduced by
a sizeable 1.5 per cent of GDP across two
years, which will go a long way in helping
with inter-temporal debt sustainability.
Second, assumptions on the revenue side
are very conservative. After a realised tax
buoyancy of 1.4 last year (gross taxes grow-
ingat 13.5 per cent on nominal GDP growth
of 9.6 per cent) the assumed buoyancy is
just 1 this year (taxes are budgeted to grow
at 10.8 per cent on nominal GDP growth of
10.5 per cent). Third, the extra resources the
government had (around 0.4 per cent of
GDP) vis-a-vis the interim budget were
used inabalanced manner, with half being
assigned for more consolidation and the
other half to increase revenue expenditures.
Fourth, the quality of discretionary expen-

diture ( as the ratio of capital to

‘With fiscal space exhausted,
demand will have to come
from structurally lifting
consumption and exports
growth. In turn, the fate of
private consumption is
inextricably linked to quality
employment. In particular, a
gl’OWil]g concern over [hC
last two decades is that, even
as India is undergoing its
demographic transition,
manufacturing has been
becoming increasingly
capital-intensive. The key to
boosting quality
employment, apart from
higher growth rates, is
therefore to redress the
balance between capital and
labour in the production
process. The budget
signalled important first
steps in this regard by
ann()uncing several
'Employment-Linked
Incentives' that will provide
incentives to both employees
and employers to increase
formal sector employment.

-interest) has dou-
bled from 0.2 in 2020 to 0.4 in 2024. Fifth,
one potential concern of reducing the
deficit too quickly is the contractionary im-
pact on aggregate demand.

Fortuitously, this year's consolidation is
helped by the large RBI dividend, a large
fraction of which was non-contractionary
because it accrued from foreign interest in-
come and Rupee revaluation profits.
Therefore, even as this year’s fiscal consol-
idation is a sizable 0.7 per cent of GDP, the
contractionary impulse is less than half of
that. A case of fiscal consolidation without
c -onomic ¢

The fiscal prudence was accompanied
by financial vigilance. The relentless rally in
equity markets and the surge in futures and
options create the prospect of financial sta-
bility risks down the line. It was, therefore,
important to throw some sand in the
wheels, which authorities did in the form
of increasing capital gains and securities
transaction tax. In doing so, the budget has
sent an important signal that asset prices
should not veer too far away from underly-
ing economic fundamentals.

Fiscal and financial prudence apart, the
real contribution of this year's budget is in
starting a much-needed conversation on
the plumbing of different parts of the econ-
omy. With fiscal space exhausted, demand
will have to come from structurally lifting
consumption and exports growth. In turn,
the fate of private consumption is inextri-
cably linked to quality employment. In par-
ticular, a growing concern over the last two
decades is that, even as India is undergoing
its demographic transition, manufacturing

has been becoming increasingly capital-in-
tensive. The key to boosting quality employ-
ment, apart from higher growth rates, is
therefore to redress the balance between
capital and labour in the production
process. The budget signalled important
first steps in this regard by announcing
several “Employment-Linked Incentives”
that will provide incentives to both
employees and employers to increase for-
mal sector employment.

Of course, incentives will only work if
workers exceed a minimum threshold of
employability to compete with capital, for
which skilling and education are so crucial.
On this account, the budget announced
new skilling and internship programmes,
alongside skilling and education loans. To
be sure, making labour a more attractive
factor of production will require a thousand
small steps. And combined spending on
health, education, skilling and health -
which for now is the same share of GDP as
lastyear — will eventually have to go up. But
at least we have started that conversation
and begun to take explicit measures to ad-
dress the challenges.

Similarly, on the exports front, it was re-
freshing to see customs duties across sev-
eral sectors reduced or done away with. A

theoremin yisthat
an import tariff is equivalent to an export
tax.If we can continue on this path of ratio-
nalising tariffs, we are simply making our
exports more competitive.

Finally, the budget spoke about the need
toundertake factor-market reforms encom-
passingland, labour and capital in conjunc-
tion with the states. Italso spoke about de-
veloping avision for the financial sector and
undertaking acomprehensive review of the
Income Tax Act, all important cogs in the
structural reform agenda. Implementation,
however, is now the key.

‘What is the bigger message? We live in
a dangerous and unpredictable world.
Cyclical policy space is largely exhausted.
Sustaining growth will require the less
flashy task of fixing the economy’s plumb-
ing. This will be a hard slog but is unavoid-
able to improve competitiveness and en-
sure the fruits of growth are more
equitably distributed across the factors of
production. The budget must be com-
mended for acknowledging this and start-
ing down this path.

The writer is Chief India Economist at JP
Morgan. Views are personal

A SETBACK FOR THE FARM

Neglect of agriculture R&D in budget risks growth and food security

(
ASHOK GULATI AND PURVI THANGARAJ

LETUS START with the good news. In 2023
24, the Indian economy registered an over-
all GDP growth rate of 8.2 per cent, and it is
likely to remain above 7 per centin FY25 ac-
cording to most projections. However,
growth in the agriculture sector declined
from 4.7 per cent in FY23 to 1.4 per cent in
FY24. Against this backdrop, one would
have expected that agriculture would geta
booster dose in the budget.

Finance Minister Nirmala Sitharaman
has provided a roadmap for the pursuit of
Viksit Bharat @2047. She has identified nine
key priority areas — productivity and re-

and

silience in agriculture,
skilling, inclusive human-resource devel-
opment and social justice, manufacturing
and services, urban development, energy
security, infrastructure, innovation, re-
search and development and next-genera-
tion reforms. Agriculture being at the top of
the list raised hopes of a significant alloca-
tion for improving productivity and increas-
ing climate resilience.

The best way to do that would have been
to focus on agri-R&D. It's well known that
the marginal returns of investing in agri-
R&D are over 10 times — in other words, an
extra investment of 1,000 crore will mean
Rs 10,000 crore in terms of agri-GDP.

Such an investment could have pushed
agriculture towards a higher growth trajec-
tory. But, the budget expenditure numbers
don’'t give such an assurance. The
Department of Agricultural Research and
Education (DARE) has received Rs 99.4 bil-
lion, a marginal increase of just 0.7 per cent
from Rs 98.8 billion (RE)in FY24. This is way
below expectations, and in fact, in real
terms, it is a climbdown.

Our research shows that agriculture
R&D Expenditure touched Rs 160 billion in
2020-21, with 89 per cent coming from the
public sector and 11 per cent from the pri-
vate sector. While these numbers give an
idea of the scale, it is important to consider
the percentage relative to agriculture’s

The food subsidy is
budgeted at Rs 2.05 trillion,
down from INR 2.12 trillion
in FY24. Despite this
decrease, the subsidy still
predominantly benefits
consumers rather than
farmers. Providing free
rations to more than 800
million people through the
PM-Garib Kalyan Yojana is
perhaps correct from a
political perspective.
However, questions remain
about the necessity of
continuing this support for
such a large population. This
is especially pertinent in
light of the FM’s statement
that approximately 250
million people have been
lifted out of multi-
dimensional poverty
during 10 years of the
Modi government.

Gross Domestic Product (Agri-GDP), esti-
mated as Agriculture Research Intensity
(ARI). The ARI peaked at 0.75 per cent in
2008-09 and stands at 0.43 per cent in
2022-23. This will fall further in FY25, as the
allocation to this segment has gone down
in real terms. This is not good news for the
country's food security as well as for arrest-
ing food inflation.

The vision of Viksit Bharat@2047 could
remain unrealised if the agrarian-rural
economy is left behind. Almost two-thirds
of India still lives in rural areas
and agriculture engages the largest seg-
ment of the working population (45.8 per
centin2022-23).

The budget has allocated Rs 1.52 trillion
for the agriculture and allied sectors. The
Ministry of Agriculture and Farmers’
Welfare received a budget of Rs 1.22 trillion
(BE), an increase of just 5 per cent from Rs
1.16 trillion (RE) in FY24 — this barely
compensates for inflation.

The allocation to the Ministry of
Fisheries, Animal Husbandry and Dairying
has increased 27 per cent — Rs 56 billion
(RE) in FY24 to Rs 71 billion (BE). This is a
good sign for this fast-growing sector.

Much of the support for the agriculture-
food-rural sector has focused on welfare
measures and subsidies. Food and fertiliser
subsidies and the Mahatma Gandhi
National Rural Employment Guarantee Act
(MGNREGA) are the key components of this
support. Although these measures are not
directed at the agriculture ministry, they
benefit the agri-food-rural sector, aiding
either farmers or consumers. Signifcantin—

from the Agricult
itself comes through programmes ]lkE
PM-KISAN, credit subsidies, and PM-Fasal
Bima Yojana.

In all, these welfare and subsidy
measures are projected at Rs 5.52 trillion
for FY25 — slightly less than the revised
estimate of Rs 5.8 trillion for FY24. This sup-
port represents 11.5 per cent of the overall

budget (Rs48 trillion) and a notable 21.4 per
cent of the central government's net tax
revenue for FY25.

The food subsidy is budgeted at Rs 2.05
trillion, down from INR 212 trillion in FY24.
Despite this decrease, the subsidy still pre-

i benefits consumers rather than
farmers. Providing free rations to more than
800 million people through the PM-Garib
Kalyan Yojana is perhaps correct from a
political perspective.

However, questions remain about the
necessity of continuing this support for
such a large population. This is especially
pertinent in light of the FM's statement
thatapproximately 250 million people have
been lifted out of multi-dimensional
poverty during 10 years of the
Modi government.

The Government of India has reflected
our concerns in the Economic Survey 2023-
24 by recognising the need to reorient agri-
cultural policies that have been working at
cross-purposes, overlooking farmers' inter-
ests and inadvertently harming natural re-
sources. Although these policies have in-
creased agriculture productivity, they have
diminished soil fertility, depleted ground-
water, increased nitrous oxide and methane
emissions and starved crops of nutrients.

They have also undermined public
health by becominga catalyst for adiet rich
insugar and carbohydrates, instead of fibre
and protein. There is an urgent need to
transform agriculture into an engine of
growth through farming practices that ben-
efit both farmers and the planet.

Effective policymaking through re-ori-
enting subsidies, can generate higher value
addition in agriculture, boost farmers' in-
comes and create opportunities for food
processing and exports. Perhaps that has
been left for the next budget.

Gulatiis Distinguished Professor
and Thangaraj a consultant at ICRIER.

Views are personal
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The budget is unruffled
by 2024 election results

Apart from new hiring incentives, an optical filt fowards ally-run states and slight tax relief,
it doesn't show much of a poll impact. With the state as big spender, it's mostly policy as usual

e DiE first budget of India’s new gov-
© 1 ernment was broadly under watch
for two things. First, the degree to
which it would be inflected by an
election outcome that exposed a
drop in the ruling party's appeal,
and secunu the buffer it would create against
the potential pitfall of a middle-income trap on
our way to 'developed’ status. Both converge fo
one question: How to rebalance policy for the
economy to emerge evenly and not have the
lives of citizens diverge, with a vast chunk of our
sacio-economic pyramid falling further behind
the rich. Admittedly, this puzzle is not easy to
crack, nor wholly within the scope of India's
fiscal plan for 2024-25. et, the base conditions
have long been clear: rapid GOP growth amid
stable inflation. Usually, a fight deficit favours
both, but our pandemic recovery was led by
government spending and its pullback has been
slowed by private expenditure failing to fill in.
With this year's deficit target set at 4.9% of GDP,
finance minister Nirmala Sitharaman signalled
ne shift in that approach, though a bigger fore-
cast of receipts allowed her to snip the interim
budget's 5.1% figure. Till the private sector steps
up, we can probably expect the state to play its
big-spender role. The outlay for infrastructure
‘was held steady at 211.1 trillion, the same asits
interim estimate. This is a slightly smaller share
of the budget's fotal expenditure pie, which was
enlarged to T48.2 frillion, but it's still bulky.
What about election impact? An allocation
skew in favour of Bihar and Andhra Pradesh,
the support of whose leaders is critical to the
government, was widely expected. But since it's
mastly optical, it isn't a fiscal blow. Beyond that,
a job-creation thrust is evident, this time by
means of an employment-linked incentive

scheme inspired by the government's props for
factory production, apart from some support
for internships. Outlays on welfare schemes,
hawever, saw no notable change from their
interim levels. As for tax relief for taxpay

| cuEsT V

Modi 3.0 or NDA 2.0: Whose
imprint does this budget have?

Barring a few sops for allies, its policy priorifies suggest no change in the government's approach

15 the chaef ivestment afficer of Q India,
UK, an affiliate of Quantum Advisers.

 herguestion on everyone’s mind
has been whether India's new
. government would work as a
Modi 3.0 administration (third term for
Prirme Minister Narendra Modi) or an
MWD 2.0 one (the coalition’s second
run, its first baing under A B. Vajpayee
from 1248 to 2004), The difference
expected is in the govemment's socio-
political conduct. Itis alsn relevant from
a socioeconomic
The formation of the gommment
and selection of Cabinet ministers and

employed is a potent combination, and
large numbers of such youth pose a big
sociopolitical and economic risk. The
frve employment initiatives announced
are thus & good beginning. Their design
and budget allocation, though, may not
be ideal or adequate,

What's missing: Households and small
businesses are yet b fully recover from
the income destruction that began after
demaonatization and continued through
the implementation of GST and the
covid pandamic. The real disposable
Incerne of households has grown about
2.5% compounded annually since 2019.
It Is no wender that consumplion ks
weak and private investment hasnt
pickad up. We are yet to see a frank
admizgion to this effect from the gov-
emment, which may explain the lack of
an explicit income boost.

2} Economis devel ‘snd stabilty:
The biggest assurer of social stabilty |s
growth. However, India has not been
abla to grow consistantly above 5.5% a
year, which is required to create jobs for
its growing labour force and lift incomes.
‘Yo, grawing &1 6.5% with stable aut-
mmes alsa ufferss growth dividend and

the Lok Sabha speaker sugg broad d as much.
inuity of a Modi 3.0 ini: i F.Lsaafmdmcmsbbmty The gov-
The budget was to be the next test to. amment is prudent and tends to aver

ascertain what we could expect from a
Modi government dependent on its
coalition partners for survival,

Barring some saps, projects and ather

symbolic

under the new income-tax regime, the jury is
out on its efficacy as a stimulus for consumption
in the context of weak aggregate demand. But
then again, tax policy alone can't be expected to
spur consumer markets and stir ‘animal spirits”
for domestic investment in a country where tax-
payers are a minority. The big taxation rethink
was on capital gains, which has been simplified
but stiffened, to the dismay of asset markets.
That bugbear of startups, the 'angel tax," will be
axed—thankfully. Import tariffs have been
refigged to relieve a few sectors and redress
overtaxed inputs, but these are selective tweaks.
'We await broader action on a jagged maze of
duties that make it hard for local factories to fit
snugly inte global supply chains.

Mone of it reveals any revision of economic
policy. The budget bears a distinet supply-side
orientation, like past infra-focused budgets,
with an emphasis on producfive capacity. A
bright spot in the FM's speech was her promise
of factor-market reforms as part of a revised
palicy framework aimed at efficiency. From the
viewpoint of near-term GDFP growth, all this is
fine, even welcome. Why fix what isn't broken?
In any case, nobody expected a shift, Yet, out-
lays an health and education remain too small
to justify lofty aspirations of development and
India's welfare apparatus—uwith free food as its
base—looks set to stay rudimentary. Even so, if
the budget helps spread the gains of growth just
a little better, it would aid the country’s larger
cause. To stay on course for a \Viksit Bharat, our
economy needs to emerge less unevenly.

| my

for Bihar and
Andhra Pradesh (home states of the two
key allies), there wasn't much difference
in the spanding and taxation priorities
of the new government. it very much
seerns 1o be Modi 3.0,

Let's analys= the Ecomomiz 0

achieve its fiscal commitrments. Itis on
course to pull the fiscal deficit under
4.5% of gross domestic product (GDP)
by 2025-26. Howewver, the lack of an
explicit point target after that shows the
difficulty of reaching the 3% aim. Bond
markats and the Raum Bank of India

3) Refarmz snd policy sfabiliy:
“Investroent is an act of faith,” said
former prime minister Manmahan
Singh ina July 1981 budget intarview.
Investors commit long-term capital
based on expectations of certainty over
pulcies, rubes and taxation.

What's good: The announcement of a
comprehensive factor-market reviaw
meana that reforma of land, labour and
capital to increass financisl flows and
improve absorptive capacity will be
much anticipated. We hope the meas-
ures taken are kind to private paniciga-
tion. The decision to evolve an Indian
taxenory for climate finance s also
good, for it can channel large armounts
for a just and equitable transition.

What's missing: The govemment
should spell out its trajectory of import
dutles and GST rates for all products
and services. Many products and servi-
c@s have seen large Impert-duty hikes to
support the Make in India’ programme.
These ssem half-baked. We know that
they reduced imports, but we do not
know if they affected our exports of
interrmediate and finished goods. How
will the private sector invest amid such
tariff uncertainty? The decision fo cut
import duty on gold and silver is wel-
come. However, was it done to include
them in the GST structure or save the
QOVEIMMEnt money on its soversign
gold bond payments?

What's bad: We have had endless talk
about *comprehensive direct tax
reforma.” The finance ministry already
has a document that goes back to 2008,

are yet to fully
with lower interest rates for its fiscal
prudence and Inflaticn control

el Public

budget moves on thres cournts:

1) Social stabilly: India is a young and
aspirational country. Howaver, large
pans are poor and unproductive, Itis
imperative for the political class to sup-
part the latter, if not for econamic
growth, then to ensure social stability,

What's good: Politicians have realized
that being young, educated and under-

capax (Ccnh-eodu‘as-ipubic sactor
undertakings) is only about 7% of GDP.
The private capex-to-GDP ratio is well
below its 2012 peak. Growth imgulses
are thus delayed and dependenton a
revival of household spending and busi-
ness investment. In this context, we see
no major push to increase annual GOP

10 PEARS 460

growth above 7%

the ‘Partt Shorme Direct Tax
Code.” It would be prudent to adopt that
document &s our lax code and start
afresh. This will prevent tax tinkering.
an annual event for the most part, and
provide certainty to domestic as well as
foreign investors. India should remind
itself rapeatedly that it requires long-
term risk capital from domestic and for-
#ign Irvestors across capial markets,
rel estate and the infrastructure sector
1o fulfil its ambition of becoming a

developed nation,

MINT METRIC

by Bibek Debroy

Whowill get the cooler seat?
Caneserl a fight at a werlding mect.
Incenserd at loss af pricle,

Marvisge called aff by a Ballia bride

Reruirer vows were el incomplet.

An overdue pivot to human capital and employment

AJIT RANADE

.

i«

|

is a Pune-based economist.

4 his was the first budget of the govern-
ment led by Narendra Modi in his

third term as India's Prime Minister. It
laid the for Modi 3.0
policies, with an emghasis on jobs, skilling,
small businesses, sustainability and energy
security, Itwas atso the record seventh time
that finance minister Nirmala Sitharaman
presented a budget, Her budget proposals
shuw admirable fiscal restraint am:l consen-
lons on revenues. E

enhancament of hurman capital. For the past | individual and anly darily to society at | apart from o provided credll But i S st o, Anew

fiaw years, the Union governmant has ralsed Iargs The spillover bsnsﬁlsd skilling and hi sive for next-ge)

the shamofspenungm o P arenterms ol | helped l:y a-commence linkages to export | reforms is on its way, Sitharaman sakd Thus
&5 mads hi ion and job cre- | markets. Since MSMEs forthelion's | new must place India in an
been created st a rapldnauandm visible. | ation, but are stll naaslroogjus:ﬁmlomo snaroolralue addition in Indusiry, experts | advantagecus position to explolt global
Public spending on infra has been a signifi- | provide it all free, The key skil- | and this thrust is welcome. walue chains. Hence, the trend should be
cant driver of growth. But job crestion has | ling India is that the vast majarity of the Beyond jobs, skilling and MSMEs, the | towards lowering import duties across the
not been ksepngpme and mmlmg&s have | youth eager to be trained budget's prominent macro | board. The import duty on gold was cut from
been that gan- | cannot afford the frue cost The budget feature is fiscal responsibil- 15‘}«!1:6% because nlutufmtyleahga was
erate jobs have been struggling, The micro | of quality education, Alsa, g ity, The FM chose to use W oL

reality behind the economy’s macro health
hias been thal consumer spending i growing
slower than GOP, which is womying. Instead
of anly providing incentives to production
and revenues, the government has now
focused on incentivizing job creation.
India needs 1o invest in human capital

anather full I:udgel is due in 5%
months, this was an imgortant cosasion o
articulate an economic strategy.

The major thrust of the Union budget pro-
posed for 2024-25 is on job creation and
helping =mall businesses. The former is
through empleyment and skiling incen-
tives, while the latter is by providing collat-
aral free loans to MSMEs and enabling
arcess to expart markets, There is also an
increase in the tax on capital gains. In soma
ways, ene can read this 8g a pival towards
|abour-intensive growth, which includes

y for long-term, and
inch dh. That needs o
resch a henchmark of &% of GDP, which is
bwice of what it is now. This investment must
come both from private and public resour-
cas. Public funds are necessary for funding
primary education and partly also secondary
edul:aliun The social spillover effects of &

most of the skilling hap-
pens on the job, Hence, the
beatway ig to incorporate it
into a national apprantics-
ship programme, which
has portable accreditation.
Even the proposed intem-
ships for 10 million youth
in top-tier companies will
be a step towards leaming
by doing. The fees for skil-
ling and higher education
shouid be bome by the stu-
dent, the primary beneficiary, It is here that
the budget doas well, by ensuring easy and

e | lasting. But col-
Iege education and heyond |r|c|ud|ng akil-
ling and training, cannot be funded by tax-
payers. This is becauss the benefit of higher
education and skills accrue largely to the

access bo student loans. In the
mmlng yaars, this should be & dominant way
of funding higher education in India.
Sirnilarly, a collateral-free loan scheme
has been anncuncad for small businesses,

pays welcome
attention to

resources that
are vital for
the future of
our economy

half of the fiscal bonanza
from the Reserve Bank of

from the UAE |anIFTl:ny Elasldes high
mtles on ur«:lous metals are wennually

India fo reduce the deficit.
This commitment to fiscal

ang Itwas also good to hear about fulura
asthe

able. As India is an outlier
when it comes 1o debt ser-
wicing {a third of its tax rev-
enues ge into meeting
interest expenses) fiscal
prudence is very impor-
tant. If anything, the
assumptions made on next
year's tax revenues ook conservative

India needs lock at its

private public partnerships in the field of
small modular nuckear reactors and in the
space economy. |t's also good that a realistic
assassment has been made of India's difficult
transition away from fossil fuels,

Higher taxes on capital gains mlght bs
wemporary spoilers for the stock markes, B
India's macro performance stands outin Ihe
werld for s resilience and high growth, with

income-tax strabagy The direct tax net
needs i be much wider and tax slabs should
ot go from zero to the top rate within a span
of just & few lakh rupees. The top tier must
kick in at high incomes, say above #1 crore.

infiation. Mow with policies to
incentivize job creation and skilling, along
with fiscal consclidation, there is no reason
why high economic gmwth cannot be sus-
tained, Sconer or later, India's financial mar-
kets will acknowledge this strength.
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The budget assures us continuity
in spite of significant uncertainty

It augurs well for us that fiscal consolidation is underway without any sacrifice of capital expenditure on infrastructure

is chairman, Economic Advisory Council
to the Prime Minister.

was an interim budget for

2024-25. That's not meant to be

wished away. Part of the year is over.

That's not meant to be wished away

either. The budget for 2024-25 is not a

discrete and stand-alone event. It's part
of that backward-looking continuity. Modi 3.0 has
been voted in with a mandate of five years, with a
Viksit Bharat template. The budget presented on
Tuesday is part of that forward-looking continuity.
This continuity is anchored in conservative
assumptions, given uncertainty (political flux,
elevated asset prices and shipping disruptions). As
finance minister Nirmala Sitharaman’s speech
states, there are “significant” downside risks for
growth and upside risks for inflation (though core
inflation is under control). A day earlier, the Eco-
nomic Survey estimated real GDP growth of 6.5% to
7% in 2024-25, at least half a percentage point
lower than what most would have projected. Itis
best to be cautious and assume the downside,
rather than be excessively optimistic and presume
the upside. In a similar vein, the budget assumes
nominal GDP growth of 10.5% (implying a low GDP
deflator) and cautious disinvestment receipts (set
at ¥78,000 crore with an emphasis on the moneti-
zation of assets). Therefore, if the budget promises
afiscal deficit of 4.9% as a proportion of GDP, itis
believable. So is 4.5% of GDP for 2025-26, the gov-
ernment's pre-announced goal. In part, this is
because support for Bihar and Andhra Pradesh is
through multilateral development agencies and
not through the budget.

The budget has traditionally been perceived
through a tax lens, direct as well as indirect. It
would have been unreasonable to expect it to bring
about a change in indirect taxes (of the domestic
variety), since that's the purview of the Goods and
Services Tax (GST) Council. To quote Sitharaman,
“To multiply the benefits of GST, we will strive to
further simplify and rationalize the tax structure
and endeavour to expand it to the remaining sec-
tors.” Who can quarrel with that? There are issues
with import duties too and many people have
rightly argued that basic customs duties are too
high and that they lead to inverted rates of protec-
tion, compounded by regional trade agreements
(RTASs). Accepting the problem does not mean one
can jump headlong into solving it. A priori, it is not
easy to determine what is a raw material, vis-a-vis
an intermediate good. With a spaghetti bow! of
RTAs, most favoured nation (MFN) rates vis-a-vis
levels of special ones are also not that obvious.
Instead of ad hoc and arbitrary tinkering (there are
some changes in the budget), the finance minister
said, “I propose to undertake a comprehensive
review of the rate structure over the next six
months to rationalize and simplify it for ease of
trade, removal of duty inversion and reduction of
disputes.” Given the complexities and a clear dead-

Could the stock market’s next
black swan be climate change?

Investors haven't priced in the hard impact that equities may suffer

' '\%A

is a Bloomberg Opinion editor and
columnist covering climate change.

ighting climate change is difficult

partly because humans are weird. It's

difficult to get them to care about
their own future well-being much less that
of entire future generations. People blow
retirement funds. You think they care
about their imaginary great-grandkids?
But people do care about stock prices.
Entire media empires and lucrative careers
have been built out of talking about stock
prices. Unlike the fuzzy details of unborn
descendants’ lives, stock prices are con-
crete. Line go up, line go down. Simple.

So maybe this will get some attention:
Climate change will be really, really bad for
stock prices.

Failing to do more to slow the planetary
heating caused by greenhouse-gas emis-
sions will gouge 40% from global equity
valuations, estimates a new study by the
EDHEC-Risk Climate Impact Institute.
Accounting for climate-change-pepping
‘tipping points’ such as Amazon-rainforest
dieback or a Big Burp of gas from melting
market losses rise to 50%. On

line of six months, one should not complain. A sim-
ilar point can be made about direct taxes, the ter-
minal goal being a simplified and exemption-less
system. The budget tells us that 58% of corporate
taxes are from the simplified tax regime and more
than two-thirds of personal income tax payers have
opted for the new system. If the comprehensive
review of the Income Tax Act is to be completed in
six months, that can't be grudged either.

Next generation reforms need to boost India’s
productivity and that's contingent on making
factor markets (land, labour and capital) more effi-
cient. The catch is that these are often on the state
list or concurrent list. “Effective implementation
of several of these reforms requires collaboration
between the Centre and the states and building
consensus, as development of the country lies in
development of the states.”

Potentially, ULPIN (Bhu-Aadhaar), digitization
of cadastral maps, surveys, land registries and
their linking to farmers’ registries, with similar
exercises in urban areas, can be transformative,
and can unlock the potential of non-performing
assets. But the proof of the pudding is in the
eating. These ideas have been floating around for
along time and the track record of states pushing
for such reforms is not impressive. The budget
doesn'’t spell out how such changes can be incen-
tivized. On labour reforms, for example, state-
level performance on issuing orders under the
four new codes has been desultory.

The Economic Survey highlighted what was
already known. Despite higher economic growth,

there has been a problem with employment and
job creation. Accordingly, the budget has
schemes on employment and skilling, as it also
does for micro, small and medium enterprises
(MSMEs). For both informal labour and MSMEs,
the basic constraint remains one of establishing
identity.

The budget mentions a nine-point agenda.
Apart from what | have mentioned, there are ideas
on agriculture, human resource development,
manufacturing and services, energy security, infra-
structure, innovation and research and develop-
ment. This year, capital expenditure is projected
at 3.4% of GDP. A distinguishing feature of the
Narendra Modi government’s approach has been
fiscal consolidation and rectitude. Since covid, and
even earlier, capital expenditure has been the key.
The multiplier benefits of capital expenditure are
higher than those of revenue expenditure and the
multiplier benefits of revenue expenditure are
higher than those of tax reductions. This is not just
basic public finance theory, but is also borne out by
empirical studies for India. For purposes of the
budget, revenue expenditure (even subsidies) is
often taken as exogenous in the short run and is
sticky downwards.

That the budget has not given up its fiscal con-
solidation objective (despite pressures to the con-
trary) and has reduced the fiscal deficit ratio to
4.9%, as opposed to 5.1% expected earlier, without
sacrificing capital expenditure on infrastructure
is the big picture story. That augurs well for
forward-looking continuity.

the other hand, if the world gets its act
together and limits warming to 2° Celsius
above pre-industrial averages, then the hit
to stock prices will be just 5% to 10%.

A key thing to note here is that these
won't be one-time losses, lead author Ric-
cardo Rebonato, a finance professor at
EDHEC Business School in London and
former Pimco executive, warned in a webi-
nar. There will be no reversion to the mean.
More likely is a long journey through the
wilderness like Japan’s Lost Decades.

“After covid we had a massive GDP loss
but then a rebound. Here it seems to be like
aheadwind, a continuous headwind, with-
outarebound,” Rebonato said. “It could be
the Climate Lost Generation in equity
returns.” The EDHEC paper forecasts
much bigger stock-market losses than
most other studies do, Rebonato noted.
That's partly because other studies focused
on the costs of a transition to renewable
energy rather than the far greater havoc
climate change will inflict on growth.

Rebonato’s study, which takes both
transition and damage into account, is
more consistent with the recent National
Bureau of Economic Research paper esti-
mating a 12% blow to global GDP for every
1° Celsius of warming. And the Potsdam
Institute for Climate Impact Research
recently warned a 19% drop in global
incomes by 2050 is already baked in, even
if we cut emissions aggressively starting
today. It estimated $38 trillion in losses
every year as a result of a chaotic climate.

Many researchers ignore climate dam-

BLOOWBERG
]

Anew study suggests stock valuations wil
suffer far more than pencilled in

age on the theory that, because it's far in
the future, the market will heavily discount
it. But the EDHEC study argues investors
will value money more and more as the
economy weakens. So, in the early days of
climate change, when economic growth is
still okay, investors won't care as much
about future losses. But as warming grinds
on and the losses mount, those losses will
become more painful. Discounting, like
glaciers and snow, will slowly melt.

And like objects in the rear-view mirror,
climate-change damage is already closer
than it appears. Weather disasters cost the
global economy $1.5 trillion in the 2010s,
according to the World Meteorological
Organization, up nearly tenfold from the
1970s in real terms. The reinsurer Swiss Re
suggested insured losses from natural
catastrophes will double over a next dec-
ade. But such numbers understate the
potential effects of climate change on eco-
nomic growth. As Rebonato notes, extreme
heat, sea-level rise and other long-lasting
impacts will do much more damage to
human health and productivity than newsy
disasters like hurricanes or wildfires.

“Perhaps we are focusing too much on
catastrophic events rather than on chronic
damages,” Rebonato said. “There is a
chronic aspect in terms of the loss of pro-
ductivity, the loss of efficiency, which is
less visible and more insidious and will cre-
ate a continuous drag.” Hence the Lost
Generation. The EDHEC study is another
reminder that the $215 trillion (and rising)
estimated price tag to avoid the worst heat
will eventually pale in comparison to the
cost of not bothering. And Rebonato con-
siders these estimates conservative. His
model assumes central banks will cut rates
if growth slows, for example, buta warming
world could make inflation harder to tame,

One other key finding of the EDHEC
study is that these damage estimates aren’t
close to being priced into markets yet.
Many analysts have searched for a climate
risk premium over the years and found
only traces. To an extent, that makes sense:
We can only guess at the damage at this
point. And maybe markets assume we'll
avoid the worst. But we could also be like
those people failing to save for retirement,
sleepwalking towards a day when our fail-
ure to imagine the future leaves us with no

future atall. (©BLOOMBERG

The Union budget has some hits and a few misses too

INDIRA RAJARAMAN

is an economist.

he Union budget for 2024-25 follows

on from the pre-election interim bud-

get presented on 1 February. The min-
ister is the same, but circumstances have
changed. The uppermost issue was how the
pressing demands of the two new, politically
salient regional coalition partners from
Bihar and Andhra Pradesh could be accom-
modated within the long-standing commit-
ment to a fiscal deficit (FD) below 4.5% of
GDP by 2025-26.

The FD budgeted for 2024-25 in the final
budget, at 16.13 trillion (4.9 % of GDP), is
lower than the 5.1 % of GDP targeted in the
interim budget. The latest GDP estimate for
2024-25 of ¥326.37 trillion is close to that
used in the interim budget. Even so, the
absolute reduction in the FD budgeted, by
72,000 crore, is more informative than in
terms of percentages of GDP.

Will this exemplary display of fiscal recti-
tude fend off the warning from Moody's Rat-
ings that poor water management in major
cities might affect the country’s credit rat-

ing? The final budget does have a provision
for improving water supply and sanitation in
100 large cities through “bankable projects”
funded by multilateral banks (MDBs), but
this does not begin to address the urgency
and severity of the problem. MDBs take their
time even to formulate a project report, as
the World Bank’s President Ajay Banga
readily confessed at the Morocco meetings
last year. Climate action seems to have been
largely waved away to the Economic Survey
(dealt with further below).

There are special provisions for Bihar and
Andhra Pradesh. In the current fiscal year,
Andhra will get support of 215,000 crore to
fulfil promises made at the time of state
re-organisation in 2014, with “additional
amounts in future years.” Funding for the
large Polavaram irrigation project is also
promised, but does not seem to have been
provided for in the current year. Bihar gets
a special share of funds for flood control
(%11,500 crore), road and bridge connectivity
(326,000 crore), mega power projects
(%21,400 crore) and tourist development of
religious centres, but only a part of these
might impinge on the current fiscal year.
Some of these are also proposed to be sub-
mitted for MDB funding.

The lower FD was achievable because

budgeted total revenue in 2024-25 is 331.29
trillion, higher than the interim number by
%1.28 trillion. That increase does not come
from taxes, because net tax revenue to the
Centre, after deduction of taxes shared with
states, is actually lower than the interim
number by 18,000 crore. The rise in total
revenue is on account of
non-tax revenue, which is
roughly 1.5 trillion higher
than the interim expecta-
tion, entirely driven by the
Reserve Bank of India’s
(RBI) jumbo dividend of
%2.11 trillion. (The dividend
was declared after the
interim budget, based on
RBI accounts for fiscal year
2023-24). Non-debt capi-
tal receipts are about the
same as expected in the
interim budget (slightly
lower).

Soitis the enhanced RBI dividend alone
that protected expenditure, while the FD
was actually reduced. Jockeying within total
expenditure has left capital expenditure
exactly where it was, at 11.11 trillion, but
within that, the provision for 50-year loan
assistance to states for capital expenditure

Its farm, jobs
and skilling
initiatives are
good but it has
little to offer
on the climate
emergency

has been raised from 1.3 trillion to 1.5 tril-
lion. The big two subsidies, food and fertil-
izer, remain exactly where they were in the
interim budget, notwithstanding the recent
hike in the minimum support price. The PM
Kisan scheme for farmers also remains
where it was, at %60,000.

In terms of the best initi-
atives of this budget, |
would pick out three. The
first is its focus on agricul-
ture, in particular research
funding for climate-resil-
ient crops.

The second is the
expansion of the Trade
Receivables Discounting
System (TReDS) platform,
through which businesses
can find buyers for their
dues at a discount.

The third is the integra-
tion of company intern-
ships into Corporate Social Responsibility
(CSR) funding.

There is a very elaborate set of five imagi-
natively conceived schemes for employ-
ment and skilling, with a total budgetary
commitment of 22 trillion. The scheme for
industrial training institutes is especially

well designed. The problem is that these
schemes are intricately structured, and will
call for a large complement of bureaucratic
time spent on administration and checking.

Climate change gets two chapters in the
Economic Survey. Chapter 6 deals well with
green transition challenges, but has para-
graph 6.20, which says “Economic growth
enhances the ability of a country to take
adaptation action and builds resilience.
Therefore, from a developing country’s per-
spective, continued economic growth is the
best insurance against climate change.”
What about our kind of economic growth,
which destroys water bodies to build offices
and residences, thereby shifting the country
into reverse gear on adaptation and resil-
ience?

Chapter 13 of the Economic Survey extols
the virtues of local food and medicinal sys-
tems in bringing down the incidence of ill
health. But what is the remedy for ill health
that is the result of spending sleepless cli-
mate-heated nights, straining for the sound
of water trickling into collection pots, while
calming children crying out for water?

The government must respond to the
widespread awareness that the garmi (heat),
fires and floods experienced this year could
be worse in years to come.
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Optimistic outlook

The Economic Survey for 2023-24 emphasises the
urgency of addressing inequality and unemployment
The Economic Survey for 2023-24 released on the eve of the Union Budget is opti-

mistic about the Indian story of growth and development; however, it also indicates

the areas of concern on which it suggests the Central Government to act on pri-
ority. It is customary to have the Economic Survey just before the budget as it sets the
tone of the budget and puts things in perspective. This year round it is buoyant on growth
and pegs India’s GDP growth at 6.5 -7.0 % in this fiscal year. The Economic Survey, a
comprehensive report that reviews the developments in the Indian economy over the
past year, forecasts robust growth in various sectors. This optimism is grounded in sev-
eral factors, including strong domestic consumption, increased investments, and favourable
government policies. Interestingly this is despite the fact that most economies around
the world are struggling to attain much lower levels of GDP The survey underscores
the Government's focus on infrastructure as a critical driver of growth. Ongoing pro-
jects in road, rail, and port development are expect-
ed to boost connectivity and efficiency, facilitating
smoother trade and commerce. Besides, the rapid
expansion of the digital economy is another significant
area of growth. Though open to criticism, the Survey
maintains that the 'Make in India' initiative continues
to show promising results.
The survey notes that boosting exports, particularly
in high-growth industries such as pharmaceutical, elec-
tronics, and textiles, could significantly enhance India's
global economic standing. The Survey also talks about
the problem area of the Indian economy. Agriculture,
the backbone of the Indian economy, remains a pri-
ority. The survey recommends further reforms to increase productivity and ensure sus-
tainable growth in this sector. Innovations in technology and better access to markets
are crucial to achieving these goals. The Economic Survey rightly numerates various
factors which could pull down the economy and be an impediment in the national growth.
The biggest stumbling block is of course inflation. The survey suggests a balanced approach
to monetary policy to manage inflation without stifling growth. Unemployment yet anoth-
er constraint needs to be addressed on priority. The survey calls for policies that sup-
port skill development and entrepreneurship to harness the potential of the burgeoning
young population. PM Modi reaffirmed the government's commitment to fostering an
environment conducive to growth. Indeed, Finance Minister Nirmala Sitharaman's Budget
for 2024-25 incorporates several suggestions made by the Economic Survey. Setting
a roadmap for the third term of Modi Government, Union Finance Minister has defined
nine priorities. These are agriculture, employment, human development, energy secu-
rity, manufacturing, innovation, infrastructure and next generation reforms. These would
indeed go a long way in reducing unemployment, curbing inflation and giving econo-
my a push that would be inclusive and sustainable.

India backs Philippines in g
South China Sea standoff

ASHOK K MEHTA

As China continues its aggressive tactics, the Philippines, bolstered by
international alliances, stands resilient against Beijing’s coercion

y enemy’s enemy

is my friend is a

fitting adage for

India; 's support

to the Philippines
which is fighting a battle royale in
the South China Sea with China.
Chinese Coast Guards have been
regularly intruding into the
Philippines Exclusive Economic
Zone (PEEZ) which they regard
as part of the South China Sea
under its default claim of 10 dash
line that was rejected by an arbi-
tration court at Hague under
UNCLOS in 2016. Bash on
regardless is PLAS dictum in
coercing the Filipinos as they to
us along LAC. Foreign Minister
S Jaishankar visited Manila in
May and expressed full support
for the Philippines in its claims in
PEEZ.

Foreign Ministry spokesperson
after the 17 June clash said “ We
oppose destabilizing unilateral
action to change status quo by
force or coercion’”. Earlier in 2022
India made its first international
sale of the Brahmos anti-ship mis-
sile system to the Philippines. I
was in Manila last month, days
after the 17 June incident compa-
rable to our own Galwan clash on
15 June 2020. It was evident that
the Chinese were bullying
Filipinos in their waters. The 17
June incident has been flogged
with Chinese but mainly Filipino
accounts. In brief, Chinese Coast
Guards are trying to force out
Filipino Coast Guards from their
outpost on Thomas Shoal 2
which they preemptively occu-
pied in 1999 denying a free run
to China in seizing unoccupied
islands in PEEZ.

Like pirates, the Chinese Coast
Guard are even poaching in EEZ
of Asian countries. Chinese have
unilaterally promulgated la in the
South China Sea laws that allow
them to seize for 60 days without
trial, foreign vessels and even fire
at them -which they have not
done - if necessary.

Chinese Coast Guard is employ-
ing lethal weapons short of
firearms like picks, axes, spears
and rods to inflict casualties with
medieval warfare equipment that
the PLA used to surprise Indian
troops in Galwan.Malaysia,
Brunei, Vietnam and Indonesia
have quietly accepted Chinese
bullying while the Philippines

T S e
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CHINA -DAST GUARD

backed by the US is pushing
back. All these countries are
hugely reliant on China for
trade and BRI benefits. The
Philippines like Taiwan is
resisting Chinese coercion
while balancing its economic
relations with Beijing. Between
2000 and 2020 China commit-
ted a total of USD9.1 bn in
financial support to the
Philippines.

In Manila, after the violent
incident near Thomas Shoal
Chinese Coast Guard inter-
cepted the Philippines Coast
Guard that was trying to
resupply its small island garri-
son. Seven Filipino sailors
were wounded in the clash and
one lost a thumb. Seven rifles
were also impounded and
have not been returned.
President Bong Bong
Ferdinand Marcos Jr who had
recently warned China at
Shangrila Dialogue of ‘conse-
quences’ and vowed not to
yield ‘even an inch or a mil-
limeter’ has been blowing hot
and cold as have his ministers
also.

The Philippines has a Mutual
Defence Treaty of 1951 with
the US whose conditions are
more specific and binding
than the US-Taiwan Act. Still,
no one wants to invoke the
Treaty over the ‘territorial
integrity ofa Shoall American
Ambassador to the Philippines
Mary Carlsson said in Manila
on 24 June that China should
settle disputes by internation-
allaw and “not bully our part-
ners in their backyard”. The US
is wary of opening another

front after Ukraine, Gaza and
the Red Sea, even as the risk of
accidental escalation or misun-
derstanding is high in the
Taiwan Straits. The US plans
to revive and modernize Subic
Bay and adjoining Clarks
Airbase and is deploying the
deadly Typhon missile system
at some of their ten bases in the
Philippines.

The Indian Brahmos missiles
are located in Luzon facing the
South China Sea and can
reach out to Chinese-occupied

IN MANILA, Miscdhsief Rl;eef, Thl?xstus ?hloal
2 and Scarborough Shoal. Itis
AFTER THE  believed that some 3 to 400,000
VIOLENT INCIDENT Americans reside in the
Philippines and  US-
NEAR THOMAS  Philippines rilations url:der
Marcos Jr are back to its hey-
SHOAL day. The Philippines is active-
ly collaborating with QUAD-

CHINESE US, India and Australia.
COAST GUARD ]apand ang fthe Philippines
signed a defence agreement
INTERCEPTED  this month that will allow the
deployment of troops on each
THE PHILIPPINES other’s territory with Tokyo
COAST GUARD pieccllgi?g to prff\éides 'c_ldd_iltioln—
al defence aid. Similarly,
THAT WAS  Manila and Seoul are coordi-
TRYING TQ nating maritime coordination

RESUPPLY ITS
SMALL ISLAND
GARRISON

and joint exercises.

South Korean shipyards are
likely to receive orders to build
Coast Guard vessels for the
Philippines. Canada and even
the European Union are coor-
dinating maritime activities in
PEEZ. None of the Philippines’
brave calls for standing its
ground in the South China Sea
and pledges of support from its
friends and allies has deterred
China in its show of force.

It fielded its aircraft carrier
Shandong and the world’s
largest Coast Guard vessel
5901 in PEEZ while at the
same time, it held talks with
Filipino officials on de-escala-
tion measures this month.
The code of conduct in the
South China Sea under prepa-
ration for over two decades is
expected to be finalized in
2026.

However, the most recent
agreement is about establish-
ing hotlines at various levels
for stopping maritime inci-
dents. From the US and
Indian perspective, the
Chinese claimed preeminence
in the South China Sea has to
be contested by QUAD,
AUKUS, the new trilateral
between Japan, the
Philippines and South
Korea.Further resistance to
the reunification of Taiwan
must continue and Taiwan
Straits remain free for naviga-
tion and overflights.
As Chinas economy declines,
and Asian economies grow
through new supply chains
and the realization of India’s
Act East policy, Western col-
lective deterrence will damp-
en Chinese bravado in the
South China Sea. The
Philippines will be the imme-
diate natural southern pillar of
the Indo-Pacific strategy.
(The writer, a retired Major
General, was Commander,
IPKF South, Sri Lanka, and
founder member of the
Defence Planning Staff, cur-
rently the Integrated Defence
Staff. Views are personal)

Hindu devotees offer prayers during the holy month of Shrawan at the Pashupatinath Temple in Kathmandu Pl

To mitigate heatwave effects we
must priortise innovations in RE

RATUL PURI

"This climatic extremity underscores the urgent need for
innovative solutlons in the renewable energy sector

scorching summers.

Recently, the country has
endured its longest and most
intense heatwave in recorded
history, with temperatures in
some areas soaring to a blis-
tering 50 degrees Celsius.
Heatwaves in India typically
occur between March and
June, with May being the peak
month.  The  Indian
M ical Department

Indla is no stranger to

heat stress, affecting milk
and overall health.

(IMD) defines a heatwave as
a period where temperatures
exceed 40°C in plains, 37°C in
coastal areas, and 30°C in
hills, with significant devia-
tions from average tempera-
tures. When this deviation
reaches 6.5°C or more, it is
classified as a “severe heat-
wave." The public health
implications of such extreme
temperatures are severe.
Heatstroke, dehydration, and
heat exhaustion become com-
mon, exacerbating pre-exist-
ing conditions like heart dis-
ease and respiratory issues.
Vulnerable populations,
including children, the elder-
ly, and outdoor workers, are
particularly at risk. The heat-
waves also impact wildlife,
causing water scarcity, dis-
rupted food chains, and habi-
tatloss. Livestock suffers from

Global warming has raised
average temperatures, creat-
ing conditions ripe for
extreme weather events.
Heatwaves, in turn, drive up
electricity demand, straining
power grids to their limits.

A 2022 report from the World
Meteorological Organization
underscored the vicious cycle:
greenhouse gas emissions
from fossil fuel-based electric-
ity production contribute to
heatwaves, which increase
power demand, further
straining fossil fuel resources
and exacerbating the climate
crisis. This highlights the
urgent need for large-scale
renewable energy adoption.
India has ambitious renew-
able energy goals, aiming for
500 GW of capacity by 2030.
However, the very heatwaves
that renewable energy seeks

to combat pose challenges,
particularly for the solar ener-
gy sector. Solar panels, pri-
marily using photovoltaic
technology, are designed for
optimal efficiency between 15
and 35 degrees Celsius. As
temperatures rise, their effi-
ciency drops, with prolonged
exposure to high tempera-
tures potentially reducing
efficiency by 10-25%. This is
because increased thermal
agitation disrupts electron
flow within the circuits,
decreasing voltage output.

To address this challenge,
several solutions are being
explored. Monocrystalline
panels, known for their supe-
rior performance under
stress, could be a viable alter-
native for heatwave-prone
areas, despite their higher
cost. Advances in technolo-
gies like TOPCon (Tunnel
Oxide Passivated Contact)
are also promising, enhancing
the efficiency and perfor-
mance of solar components in
harsh environments.
Additionally, incorporating
advanced cooling systems,
such as ventilation within
panels, can manage excess
heat. Using heat-resistant
‘materials in solar panel con-
struction could also help

withstand high temperatures
with minimal efficiency loss.
The intense heatwaves in
India underscore the urgency
of climate action. The renew-
able energy sector must inno-
vate continuously to develop
efficient and affordable solar
panels capable of withstand-
ing India's diverse weather
patterns, from extreme heat-
waves to heavy monsoons.
Local geographical factors
must be considered in design
and deployment strategies.
The country's renewable
energy sector must rise to the
challenge by fostering resilient
technologies that can with-
stand extreme weather events
like heatwaves. This journey
demands a multi-pronged
approach to accelerate the
development of heat-resis-
tant solar technologies.
Promoting public-private
partnerships can facilitate the
large-scale deployment of
these advancements, making
them more accessible and
affordable. Only then can
India ensure a cleaner, green-
er legacy for future genera-
tions.

(The writer is the Chairman

of Hindustan Power Group;

views are personal)
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THAT GOOD MORNING THUD
Madam — Day after day, month after
month and year after year, I have wait-
ed, and have been rewarded with, the
familiar thud of a bundle of newspapers
at my doorstep. Two newspapers rolled
into a cylindrical bundle, a Hindi one
for my significant other, and an English
one for myself, have made their pres-
ence felt at a fixed time, and at a desig-
nated landing spot — a coir doormat
placed just outside of our front door.
Kudos to our "paperwallah bhaiya"
whose throw never misses the mat. And
what's more, the bundle always aligns
itself in the North-South direction, even
after a seemingly careless throw.
The soft thud is much like the firing of
a starter pistol before a sprint, albeit
much less noisy. The familiar thud sig-
nals that yet another day has begun, and
we have no time to fritter away. What
remains now is to pour the hot coffee
into our waiting tumblers, put on our
specs and try to take the world in our
stride.

Avinash Godboley| Dewas

MAMATA’S GOODWILL GESTURE
Madam — This is in response to the
news report titled "Opposition curses
NDA Sarkar” (July 22). A state govern-
ment might not have any locus standi
to offer shelter to foreign citizens with-
in its border, but West Bengal Chief
minister Mamata Banerjee must be
appreciated for displaying such warmth
for the innocent Bangladeshis running
away from internal unrest. After all
humanity must reign supreme over
petty artificial international borders.
So instead of maligning Banerjee with
all sorts of ridiculous accusations pos-
sible, BJP leaders must ask it's own gov-
ernment in New Delhi to act as gallant-
hearted as Indira Gandhi (during the
1971 turmoil prior to formation of
Bangladesh) and allow refuge to the
escaping Bangladeshis in the neighbor-
ing Indian states including West Bengal.
Kajal Chatterjee |Kolkata

Joe Bide hacks Kamala Harris

President Kamala Harris as the Democratic

Party’s presidential nominee, marking the
end of his re-election bid. Kamala Harris pledged
to do everything in her power to unite the nation.
If nominated, Kamala Harris would be the sec-
ond woman, following Hillary Clinton, to run for
the U.S. presidency. If successful, she would make
history as the first female president of the United
States. Despite being the world's oldest modern

BANGLADESH BLUES

Madam — Apropos, "Trouble in
Bangladesh," Jul 22. The tragic death of
about 100 people in violence triggered
by the students' protest demanding a
roll-back of 30 percent job reservation
for relatives of veterans who fought in
the 1971 war in Bangladesh, has shown
the Sheikh Hasina government in poor
light. The quota provision has been
under fire as it apparently benefits the
supporters of PM Hasina, whose Awami
League party led the independence
movement.

She had defended it on the grounds that
veterans deserved the highest respect for
their contribution to the liberation,
regardless of their political affiliation.
However, the PM cannot afford to
ignore the present realities. A merit-
based system for jobs will help
Bangladesh sustain its impressive eco-
nomic march. Hopefully, the govern-
ment will implement the apex court’s
order in letter and spirit. And there is
also a lesson here for India, where
unemployment is a major issue and sev-

US President Joe Biden has endorsed Vice-

democracy, America has not yet elected a
\woman as president in its 236 years of electoral
history. In contrast, India, a much younger democ-
racy, elected Indira Gandhi as Prime Minister in
1966.Women face numerous hurdles in politics,
including time poverty, lack of campaign funding,
and fewer opportunities for political training and
mentorship. Social media also facilitates person-
al attacks that disproportionately target women,
potentially driving them out of politics, accord-
ing to Silveria E. Jacobs, former Prime Minister
of Sint Maarten.
If Kamala Harris breaks the American glass ceil-
ing, it could inspire women worldwide to pursue
politics and promote female leadership. Her
achievement would symbolize progress and
motivate more women to seek political office,
enhancing gender diversity and representation in
global political leadership.

Srinivas Madhav| Hyderabad

eral states have witnessed an uproar over
quotas. Prioritising political consider-
ations over ensuring a level playing field
for recruitments is fraught with grave
consequences.

The tragic deaths resulting from the stu-
dents' protest against job reservations
have cast a shadow over the Sheikh
Hasina government. While the PM
defends the quota for veterans, a merit-
based system is essential for
Bangladesh's economic progress.

The government must heed the apex
court’s order to ensure fairness. This sit-
uation also serves as a cautionary tale
for India, where prioritising political
considerations in job quotas could have
serious repercussions.Now the apex
court of Bangladesh has toned down the
quotas it is likely that Bangladesh will
once again have peace and chart on its
path to progress. It will also be good for
India- Bangladesh relations.

N Sadhasiva Reddy |Bengaluru

Send your feedback to:
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A thought for today

Giod fortune is what happens when
opportunity meets with planning
THOMAS EDISON

June 4 Changed July 23.
But How Effectively?

When politics changes, so does budget-making.
But can employer incentives create enough jobs?

Jection message, Not only are its numbers down in L5, there

are assembly elections coming up in three states, where, too,

the party has vulnerabilities. So, while investrnent in infra and

welfare benefits were the cornerstone of its economic policy in its

first two terms. this hudget has seen a new turn. This time, FM's

focus has been on employment and skilling and MSMEs, which are

usually labour-intensive, The great discontent is on the jobs and

livelihood front, and even if political speeches deny this reality,
the budget accepts it front and centre.

Tthlm(lget is the first elear proof’ that BJP has understood the
@

The Workmg Formula
Doesn’t Quite Work

Jobs: Business will hire people they don't need.
Allies: Naidu, Nitish can’t spend as they please

Harendar Pani

The inxdget reflects some of
the concerns of a bruising
electoral battle. It has
nwz-mt pointers o i %

The Tudgrd s taken this bull by its o,
‘There's very little mention of packages for
individual stutes
T ¥ Foct
GOTs stability - trom Biler and Andbes -
find little joy in the budget. Bibar's boen
a package and Andhra sought

and o lhethellenzem em-
ployment that made its presence folt in the
election. The degree of Innovation reflectisd

substantial financial support. The budget
hasreduced thisdemansd tyone of theCentre
supporting cffortsofl these states to get lonrs
from agencies.

I the political iactics is, howeves,
Itsaconomicstratary

Aaexpected, the budget had the full
benefit of tax buoyancy It projects an
Inerease I Centre's lax pevent of more
thon 22 5Lcr over provisional actualsof the
last yoar. Some of this buoynncy hns been
tsed, quite responsibly, i bring Nscal deflelt
Iu and effective mvmuedu!ml o A%,

Will Jobs happen? | The big question |s whethser § for
employers to take on maore people and a govt-supporied internship
jax in tomake a dent on
rnr_-m Ci rmgl'l:‘“ too, had '1 manifesto promise on internships.
D 1for that i Iy tothe budget's proposalas well
Even Il’ ler young Indians get paid internships overs years in 500 top
companies, and even if such internships belp these youg pacple

and

Ideaﬂl), luw: Icsl ta P’ nlu)allum of an ellec-

Instead of statewice packages the regsonal
parthia can associate themadves with, the
budiget promises several projectspecific
allocathons - promises of now alrports,
expresswnys, power plants, medical eolleges
and sports infra for Bibar Andhra has also
been promised projectspectile support,
ineluding funds lor Pelavaram ireigstion
wraject, This support could b substantial
wltvenoverall ncresss In capital ransfEes, but

on a higher orbit. But nm'b.nyl does little
more than lay out o lst of nine priorities
with promises of moretn come Ttspeaks of
an peonamic pelicy framework bat sets tho
task for ihe future.

get joh experience, will they (a) become more
{b) even i they do, will there be Jobs
for them? The real challenge is that
private ir I abour

et is murch ingin its
respons (o politicnl issues. An onwrithm
rule of Didken polities over the kst fow dec-
adrsha.sbumthatranmﬂ\nndwlmxa]henu-

seciors is not picking up. And private
investment in industries like autos
and machine goods is being inel by
Inereasing levels of automation. So,
while the nudget identifies the problem,
it has probably mot identified the
hest soluthon.

Single no more | Running a single
perty govt means vou can pretty much
do what vou want in budgets. But
running agovt with help frem moody
allies, as BIP has to donaw, means your
friends will have to get benefits. JDU
and TDP both made plenty of noises pre-budget. It's a credit to BIP
that it still resisted the special status demand made by both allies.
But it had to apportion a goodish portion of the budget's infra spend
an Bihar and Andhra. This is a better way to help allies, as it

o specific dell bles. via projects. However,
thiz robs Nitlsh and Naido of the room 1o spend extra cash as
they wish. Both seem happy for now 1f both stay happy, this bit of
the budget will be a win-win for B.JE

Got money? Pay more | The budget’s political economy
becomes clearer when one considers that low-income salaried
peaple get some tax relief but the wealthy, investing classes see g
jump in their tax burden. Capital gains taxes are up. Stock markets
weren't thrilled about it, But GOIhasclearly decided now's the time
to pay attention to people who, GOI had thought, were happy only
witharafl of wellare measures.

Consume, Consume

More j‘(JbS =imore pwt'hases = more investment
Amish Mehia
With just & months

left for this fiscal, the
budget  tracks  the

IVISME seitor gets support from ered it
guarantee and doubling of Mudra
Toan limit, The overall intention is
o prwishe & Tifl to joba, incomes wnod
thereby private consunption.
inferim  version Supporting capex cyele | Effee.
withntwist Hunder-  tive expenditure - including gronts
scorve govi's forus  for ereution of capital asses - s
an four aspects to ralse growth  Budgeted to grow 199%, marginally
potenitial - fiscal rectitude - sponding  above 19.8% of previous flzeal Infva
responsibly. not barrowing beyond  foeused capes growth will oulpace
means; facilitating infra bulklat,  nominal GDE whish & positive fop
which improves Indla's potential raismg the ecoroms’s growth
growth rate: lifting consumption via  potentinl, and for private sector
ahort: and long teem messures; and  Investments in linked sectors such as
fettering food inflation, which lowers  stesland coment.

price unxiety, gives poopio  ihe .v\tvmwnnmrb«willmn-ru\-rr)'
il to spend, amd |

lowaringof interest rates, competitive c‘nrpomt@ tax Tates,
The bwist? More spondiog improving logistics, and incentives

funnedled (o wralling segments of e
economy; by providing about 255k cr
additional on the rrvenue acovis,
That sald. revenue expend
ture growth ot 6.2 % this fiscal
will be elower thun eapital

from PLI scheme The budgetary
push to consumption demard could
halp priva

in  select

consumption-oriented
sectors. Rationalisation of import
costs of critienl minerals

expenditirs, ani telecom insfriments
Herd's how the fonur essentiali will also  support

thiss biave biteen miet domestie walue
Fiscal comsoll- adition

dation | Govi Controlling

showed flscal dis- food Inflation

cipline aiming for The challenge

lower Tiseal dificit,
met throuh bor

for monetary

Towings, at 48%
af  GDE m

tambet, The huge
721k er dividend
twico  whai  was
buchireted - from RBI
Iz being nzed in rwo
constructive  wuys:

spending 1o
address pain pelnts snd reducing

fiscal deficit

Lowering daficit to below 4.5% by
next flsenl looks doble. That'l belp
keap govt's barrowing costs In check,
support offorts to tame consumer
Inflation to-4% on a durable basis, and
Improve [ndia’s debl to GDP ratio,
which rmmaing higher than pre.
pandemie levels. Al having a fiseal

era of climate
change. Fiseal
measures wimed
at  enhancing
agrienlural
vesilionce, and
Improvements
. in transport and
storm  infra hmw  potentinl to
sustainnbly reduce food inflation, if
exceruted effectively
India’s GOP growth is mxpacted o
alow Lo B8% this fscal from B.2% last
year becanse of higher Interest rates
and tightor Jending norms Urban
aress; with higher sxposore soeredlt,
will Likely foel the pinch more, The
hinterfand should do better with
nirmal maonsoon and higher govt

Ter bk
ahocks.

Lifting consumption | Incress:
Ing consumption, by reducing taxes
anddutesor increasingexpenditire,
provides o near-term boost. Raising
bucgetnry fund allocation for PN
Awnd Yojana - by 7k for rursl areas
aned 55,54 for urhan ovar bast fiacal
will gupport macroobjectives of
fnstering employment and ereating
assets. Last fiseal, eonsumption was
weakest owing o sluggish rural
demandd. sp higher allocations will
afford some respite.

Private sector |

rural schemes,

Govt's eost of borrowing should
decline. The 10-year govi security
yield Is expected) b sofien o 68% by
Mareh 2025 from T fn March 2024,
dhue to lewer borrovwings, RETs policy
ratecusslikely after Oct), and higher
forelgn  inflows  sismming  from
TIndin’s inclwston insomo glabal bond
indices,

Having three hudgets within 2624
and 5. and political continuity

Across partles, govts have been inelined to
Tollew a path of high growth with relatively
low employment, 5o long as 1 gives thi the
resources {0 offer substantinl welfare
schemes. This stratery was questioned in
thiselectlon, witha demand for jobs, not just
dtes

The budgel appears (o recognise the
limits of seeking to meet uneniployment
challemge entirely through wolfare monsumes.
= A e B <

pistroleun will all be lowsr than last vear
While rovised estimates last year furned out
1o be well above what wis budgeted, govt
does seem to have decided it wouldn't have

it das much. if not more, with
the Centre than with tho regionul parties.
1t eliffioult to prediet how these palitical

ment through welfare. Since govi does nol
also have the resoarees to provide sufficiem
jobs an its own, the new jobs would heve to
eome [Poi private sector
The twiget’s political instincts are
reflected in its efforts o lnk private seetor
iy

will pan oux. Will the palitical
benefit of assoclating with a fivst job De

Lot Of Politics In

This Economics

Post-poll budget aims to give BJP
space to recover electorally

R Jagannathan

11, before L5 elections, n confident BJP was heppy to
prosent an interim budget with sothing sdditional for
he electorate. the first full budger of thenew goverushes
o compensate for this lack by offering concessions
and financlol incentives. Eleotbon results showed that &

mere promise, “Modi Sarkar ki Guarantes”, was not
wool unnush o impit he ballot box: this budget conenatises what wis
vaguely guaranteed eardlor.

The big political change afler LS results [s thut BJP now needs to acean-
mudkabe political demands of important alles The budget was thas vory
voenl on infra projects smd suppert for Bikar and Andhra Pradesh, This
r1kns farvard NDA govt's past cmphasis on vesting in infi, with o slight
MPs s BIPallles.

thm' gets an industrial nede st Gaya s part of Amritsar-Eolkatn
dusirial corridor; apart from several rend connectivity projects
Alrports, medical collpges and better marism nfra. Andhia has heen
promised 715.000er of financial support \‘mm mulrilsteral develogment
agEncifor its mew LA for Polavaram
Lepigathn project, a Fopparthy pode on Vieag-Chennal Dsdustrial
eorridor and grants for backward regions.

But fhe biggest thewe of the budzet was addressing the prolilem of
hlgh youth unemplovment. While stlempts to push job gensration bhave
hesn there in most NDA bodgets
this one goes all.out in this direc
ton A big inlikatlve |s the offer of
one manth's wages (ip to 15,000
for first time employess registored
with EFF0 - which is skpested to
benulit 2Lmn vouth.

Then there's a scheme to ineon-
tivise additional employment in
monufacturing seclor - both for
emplovecs and emplovers - as long
s shows up in EPFO numbers
A pla b incentivisespprenticeships
In 500 lavge companies (s sxpected
o provide skilling opportunities
iy ler youth over five yerrs, with
wovt providing 25,000 per month
ns irternship allowance. These
schemes ane again bresdly (0 e
g with Modi govis philosophy of

formalisingjahs market
Twonherbudis proposils, ore
= related to MSMEs, and another
related to urban growth, alss play well into job ervation, MSME sector,
which was bidly polld by and the push lor

greater fhan the downside of
angar of those who don't get @ job? Would
regional parties be happy with their power
being nduced to campaigning for specific
pm’n-ﬂi\ withaut the nbility ) Implement

for jobs created. so that govt is assoctated
WHh private sector jobsas well Moresignirl
cant, with the subsidy of up to 15,000 for
firsttinie employees, govi hopes to be
asstieinted with the joy of & first job, rther
thansubsbdising those without jols.

OF greater signifieance to GOT's stability
1 thso Bsdget's apgroach to regional playvers.
Inthe past, mgional partiaes in sotional eosdi-
thons have sought to claim thefr pound of
fiesh: by demanding share of resonrees they
could bo direetly assnciated with. State-lovel
politicians hive demunded packnges over

what s more corimin & that the et
marks n shift owards an economy that
expectseniploymenisubsidies and ks broken
up nto individunl projcts. 1s the way o

GET. = pecinl support. Th d
MEMEs g seete bettor ¢ rt
during stress periods. In start-up sector vexing angel tax has been
abotished. Limit for Mudra loans has been mised to €201, This implies
that the most important jnn -erenting sector - small companiee ani
start-ups-1s Munlmna I—u]‘
Plus, there’ i aAgain, & recogni-
et Inarmunlpmplen erl 1oy Ve gt of Tarmya o nrbian Jobs. Clebes will
weils b, ! of eities will be ecournged
"3 palley um.ru.nll'm« A 14 large cities with over 30L populntion will
a8 tranalt hubs Urban houaing will be encoursged under

gremter emp through

ment of labour intenstve industriss or Iu'
rewarding Wisinesses that employ pers st
they may not really need? Does th

[ M Awas Yojans for 1L urban poor and middie-class families with an
outhay of el0Lex, with 2% of Itcoming from Cemtreovernext five yoars,
part i the hal-hearted benefits given o the salary.

an individunl projets ke the foous sway
from the wider set of relationships in the
ecanamy? Whatever the answer to these
muestions finally turns out to be. the budgel
has introdueed o pv1|rv ll\l\umic the: econn

which they could exert infiuence.

m ninl

onrning middlo elnss, which do not comporsate for the ise b the coal of
almnst l-\.rryllling Murkets also m—v-lwd a shack when longderm cagital
pa [TCGomall d 125%
atvornas inds enl st
Metnet, Modi govt has read the messa
correctly and given itself

e from the election reulis

Good Macros & A Bit Of Soak-The-Rich

Deficits on track. But capital gains tax changes can hurt investor confidence

TK Arun

Lat us gat this straight
T gt b2 sonmd an
TACTOACOnCmic

gronmds. 11 Koeps the
fiscal defieit er\n ol

shrinking of the primary 2
LR mkhn.tmul T diehst nnauulng.,
and, yet, manages to ki pe

on property, gold, and unilsted assets,
Brdexation,
eapital guins of the offect of infation
over the durathon Detwesn acquisition
and sale, 1o bring out sctual capital
gains. This benelit, which the budget
preposes to ferminate. will incrense
A DE capital gains tax burden manifold. For
i proportics, this applies to these bought
Inor after 2001

of eourse, strips nominal

e, the cost index, 100 in 2002,

diture b

Deficit compression is :zn.mm.eu ll)-
shrinking total spending, fram
GDP in 2 20 to 16% in 02334 nml
L4.5% Lm0 ek 18 2110 o0 undir-
developed to enter the smalkgovi race.
Pilnat s 4o lowe fiscal capacily 6o spend
mere, That'son the right track, too. T
GIP ratios are HMIHR up GST lays

becarme 300 in 2020, I your property’s
wilue had trebled over the perind; say,
from 201 when you bought it in 2002 1o
P, when you sobd i€, it was all on
account of fnflation. and soyou had o
pay notax, Now youcough up, st 12.5% on
allof the capital gains,

reETme dmnucs have to be announced

Thiswill protably not stand. Such

audit well,
and so not }ur-t GET eolleetions bt

05 Lnvestinent were expocting o pay 20%
vith th

v Those who brught homes

nlmnli:h 'Mmul:ldun-lur
This hudgnt is palitics,

o ol g0
Tpeiveriat
low lovelaaf ineome, npart from a whale
host of benefits that will warm the
oockles of job-seeking hearts, I'us, it
givess taxwalloptotherich. I does sway
with indexation benefit on capital gnins

thon. Now, theyare told that rteof tax s
only 12,
bit, Th
bind for busine

and bebiold. Andhra Pradesh now fnds
itsell o poart of India’s East elubbed
with Dihar; Tharkhand, Benjgal, Odie

twmefital indexs-  infra,

but forge: that indexation
% invostor trust. ad is

Govt has fnally acted East. And. lo

targeted for nll kinds of
tourism. industrial podes, .uld
coerliors.

If amyone thinks that (his swdden
shinvering of inw
Nitizh's and Naidu's coalition eomdi
tions, Tet them know that ugliness, ns
well as beauty, lles n the eves of the
heholder. While Riharis might quail st
i, thethought of yet another bridge being

thrust upan them, they wiuld do well ta
remingd themselves that the budget's
spocial packages sre being funded, (o s
Targe part, by multinantional fnanee, ind
these come with extra conditionality
and monttaring

Some of fhe schemes are s wmlly a

Takathat

ship plan. Onw crore young poeople will
Lintern it ene of India's top Sk compankes
for & year over five vears. with some
?ﬂrke: maney from govt F»Lclufwmun}'

arotind the premises for & year and pay
them an intern’s compensation, only
1 af witlch would be souniei as C5H.
I acompany doesn't want teadd the cost
of litigation to other expenses, it wouli
oy the golng minkoum wage in o citg
say ¥ILa year. Imagine {he cost imposed
on India’s top companies, in terms of
mamney, time anid c apent.

Ona thing govi gt right is fo serap
angel tax altogether Lowering the taxon
foreign compaiss might bring in some
additional sotivity Tax incontives for
eiobal fing centres are i gold mine
for tox lawyers, and might offerthe rich,
Balieserding from the capital gains wallop
some solace I the end, this budget
might end uppleasingall, after all

pstment i all about

The ]ob Of Job Creation, Done Well

Krishnamurthy Subramanian

The standout foatore
af thee fArst budget of
Modi-led NDA govi is
itsemphasison employ.
ment. Before mnnkyzing
this, last decade’s
track record o job croation needs o be
recognised. High-quality dita provided
by PLFS anud KLEMS datoboses clearly
suggest that during FYI-21 India
eroated 126er jobs, compared 1o only
2 Serduring FYD14, Even If we exclude
agriculire, the jobs created equalled
8.5erduring FY1-2,

The S0L jobis required every year - a3
lighlighted in this wear's Economic
Survoy - muathe soon inthis eontoxt. The
Hber joba crsdid over i W-year poriod

This s not a mumber abont which
Fearmingering carries any substance
Employments importanee to the
mncro-ecenomy is lloatrated by thesue
cusé stary of townshipandvillage enter-

oVt covered
mnfrlh(nmmmM"[r‘whifhumumluihr
% of wages. for all new hires in firms
with up to 1N employess. Tn the cose of

firms with mure than 1000 emplovess,

s past successes

b ‘perverse’ lncentivesfor

f]rms tostay small. Miste of the age.
hom can b ey

1. for insturnoe, & promoter stirts & new

m, takes advantage of the ape-based

prises in China, While pWerE
about 1L TVEs with
Jur emphoyess, by 1596,
there were Eicr with
UBer workors con-
tributing nearly @
of Chinag's GDE and
0% of the industrial
output. By 19509, TVE
expurts accounted for
W% of China's total
exports and much of
these  were  labour-
intensive  products
irvolving shmple pro.

translate into RS Y yeir
on average, Therefore, with nnmwnﬂ

duetion
The budget measures aen demw

gives GOLatitudeto KT
ehes, Continuing flsesl unnh'nze I|I'J|!

five s, Indiy slmulﬂ Ln-nhls to ereate

palicies are lenmhv

)
create jobs. The labour- mmnslwl

Theworiter i MU & CED), Crisi! Ll

L fobs. Also, total Inbour farce
in Iluﬂl 4 sbout Gce Thus, this need
translates into Li% of the Isbour force.

from ek I Atmanirbhay Bharat
Rrmzpar Yojans imglemenied in Oct 030

sgronwth, Therefirs, pow biidget innoince-
ments 1o Incentivise both nllplﬁl'l'll

Imcentive for a perlod of 10 years, and
then shuts down the firm o start
another one and continues benelitting
Eromm the age based benafits, the promo-
tor's Andhsar can alert suthorities
regarding thes misise.
Umessmaall firms know tha they would
recoive no bonefits from contimaing to

‘ires, whichameainted
1o 12% of wages, wire
eovered,

Research — shows
thatl over Sk employ
ees were hired under
this schemn by ovor

LS firms Around e smallGespite s, dwelr naturad
2, establishments  incentives to grow would get activated,

i in expart porh 1
services. textiles and  generats increwsed profits fur their

trading-commercial

soctors emorged s the
fopy Ui contributors
0 job recovery and

prometers, but slso contribute towards
job croation and productivity in the
seonnmny. So, our policies must snabbe
the growth of MSMEs by unshackling
thaem, In sum, Indiaiic Wi ennnos bocomi
an lnclusive and progressive nation

inbicreati without ereating guality employment

Thig scheme Incentlvised new Rirlng,
Including for these who had lost thedr
Jobes due to Cavid, Under this scheme,

Jadici

el o puist SHCEsE
Incentives also nead to be shifted
away from dwarfs to infants. Otherwise,

opportunithes
The writer by an exevitive divector, THE
Viemsare, i




