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iN SfFIIL; C'FI o NS :

e a. Attempt all Questions
b. Be Precise in your ansivcr

Rt:ad and answer the qucstions that Follow,

PART I

India’s budget needs to address three nrcdiunr-tc i-long tcl’nr {)riciriii,’,i
(SLiCliptO Muncilc \vritcs in \1 iIi i. bcc 20. 3UU-+ )

As we approach the nc\v year, preparation ol’the annual budget is proccc Jing in cal'ncsl. Apart
froln thc annual balancing of expenditure, rcvcnues and the deficit. the next budget will
hopcl’uII)' address some Incdiuln-to-long term priorities, as therc is no ,other policy document
that can address these concerns in the post-l"ivc-Year 1)Ian era.

I'-irst. \vc nccd to make growth nlol'c cnrploy!ucu! inT.C11Siv,'. SLlr\’c\'s ill.iic atc !!\:i: ii,c :i, iii-.l>c:'

ot-opcnl},' uncnrplo)'cd has grown t-rom about i o ,nillion pcrbt>ns iii 20 1 1 - 1 : it) :iLL>,it : it/ IiI1111l-iiI

today. In addition, there are under-enrplo),’cd \\'ol'kcrs. Lllough their rc)bust Lju£IIrliiication is
dif£icult. Ilo\v can growth bc made more labour intc11sivc? in a wclcolnc move. the 2024-25
budgct introduced several employment-linked incentive (ELI) schemes and an apprenticeship
progranrnrc. altogether anrounting to an allocation of nearly ?12,000 crore. Assuming
thc private sector responds positively to thcsc scllclnes. they would hclp draw in rclativcl)' \veIl-
educated uncluploycd individuals into t-orlual-sector clnplo)'lncnt

e

Flowcvcr. it \\,’oul c1 have little impact on thc iII! Ill-:nai scctt ir. \vllich ;!cct)Lll lts !ol' ti(i:7. IIi- IIic
u'orkforcc. 1:or tht:In, \\'c need a different 1'11 '1 Lllat lllakcs clnplt))--lncnL-inLc11si\'c >;celt> i's t)i
economic activity rclativcly more pro£itablc. An \C:AliR study idcnti£icd soinc 20 labour-
intcnsivc sectors where evcry ?1 crore of output generates 20 additional jobs. OF these, about

10 sectors are already large employers of millions of workers: like construction, transporl.
trade. hotels and tourism, textiles and garnlcrlts. fclod processing. ctc. An F':I.I schclnc linkIng
nccntivc grants to additional clnploynrclrl COLliti bc c\T.c11dcJ LO tlrcsc bccLt;rs
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IIL: cic ll1 itlid ill I}lcs;c sect(Irs \\ (IIII(i bc it)r rclativclv low-cducation. lo\v-skill and lo\v-u’aec

'\\ (It-kf:I's. \\ iI ich !11atclics thc pr(ltilc (It'Ll\C btl ik (li'our workcrs. Alongside, skilling programmcs
can bc used to gradually upgrade their skills. productivity and wages through on-thc-job
training. Next. we need a rcncwcd infrastructure thrust. Mutcd growth during thc last two
quarters notwithstanding. most annual growth forecasts indicatc that India’s economy is back
to thc 6.5-7% growth path that \vas maintained prior to 201 7- 18.1-his is a robust grow’th path
\\'hcn hcnchlrrarkcd against other Inilior cc(Ill(lin ics. 1 lowe\"cr. it is not high enough to achieve
t tlc \;iksi: 131:al-at 2(rai h\' 20-+ 7. };or that. \\ c I.ccd grab'th of around 89'b for the next t\\’o
(lcc£ldcs. a ttltlg}1 ca

IIon do \\ c cct there?

A key drivcr of India's robust growth is the thrust on public infrastructure invcstmcnt. a
hallnlark of BJP-lcd ccntl'al governments. -Fo movc to an 8% growth path. we need an even
stronger public investment thrust. cspcciall}’ because private investment remains muted For a
varict}- o !' rcasc)ils. \4tlch of 'the public invcsLnrcnt so Far has been in transport in f-rastl'ucturc.
csI)CC:iiI: 1)- rc lad\. PC)\\ c?' alrd c(ltttttrLtnic; IIi(>Irs. I;or an extra invcstlrrctrt boost. I would
!'ccoilll:l'.';ici iIL;i.;. illc Ill:?IB il'csll \\atcl' SIll)pIy. I'}rc \world alrcady has a Fresh water dcticit. It is
cstinraLcci that b) 2030 this cIelicit \viII amount to 40% of demand. In India, we see it in routine

water rationing in urban areas. receding glaciers, steeply declining water tables and the drying
up of tanks and strcams. It is essential to better manage watcr demand through policy incentivcs,
to shift cropping patterns away from water-intensive crops like ricc, wheat and sugarcane.
\vlrich account ft)r 70% of \water consunrption in agriculture. which in turn accounts for 70%,

(I!' tclf-a : \\ atcr ccljis11tliptioli. 131 it at:gnlcntillg !!'c supply of fl'csh water is also urgctit. -I-he best
<' 1. tl{~:l ' s !'~ cc.:'.sci-\’c l-£’.iIi'.'*:ltci-. lrrucir cl!' \\ h;CtI fic\vs into thc sea. by buildilrQ small dams

bItlldS ali'li p(>nds on il war {'ootitlg.

e

The second-best option is desalination of sca water through flash- distillation or reverse
osmosis. Thc:sc proccsscs arc not without problems and very expensive, cspccially given thc
high cost oFcncrgy. Yet. cstinlatcs indicate that desaIination costs have dcclined From $ 1 per
ctlbic nlctrc in 2020 to SQ..io t(lday. as the cost (\r renewable cncrg\' has plummeted. With a

7.Of)(>kIn sliorclinc. llrclia has a 1lieh rOtClltliIi t't)r dcsalilrdtion.

•
llc Ihl!-ci I)rio!-it) \\ ilic}1 llccds a big I)ush is R&t) in cutting-edge tcchnologics. -1-he world is

simultancously experiencing three Fundamental tcchnoloqical revolutions: an ent.ruT transition
from fossil fuels to renewables, a bio-tcchnological rcvolution and an artificial intclligcncc
(AI) revolution. The way \vc live and work is undergoing profound changes. The world in 2050
\viII be very di FFcrcnt FI'oln thc one that existed ill 2000. Countries that lead these technojogjcal
lra11sFclr111ati(lns \\’iII also cottir(11 thc BI'.Iba! cconomy. IIcncc. thc intcnsc tcchnologica!
ctllirTlc Ittt:(It1. csi)c:cia 11)- bet\','ccn !!rc L ;S ;incl (' Irina

In India. an institutional at'chitccturc is in place for addressing these onll(>inc revolutions
cspccially AI. Signilicant allocations wc!'c also made in the last budget to support these

institutions. However. these initiativcs nccd to be vastly scaled up. along the lines orthe Atomic
I':ncrgy Comnrission or indian Space Research Organization. if India is to position itself as a
slgnii-icant playcr in thc ongoing tcc}rnolo£'.ical transformation. What is being sugQCsted is a
big-b:I liB tr;tllsitrrlrraticlll. ?lclt incrclilclrt£ ll changc. ’I'hc cxpcnditurc for the three priorities
crllili:lcci tIhcI\-c \\ ii: he sipiii fic;Int. Ii(>\\ c\'c?'. as i have often discus:icd. thcrc is considerablc
filth ill I}IC iis;cal svsLcm
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By eIInlinating unwarranted subsidies alld Lit\ cxpc11dilul'cs (ct)!jccssitl lis :!1lti c\ci Iii)’,i,) Il:,)
large volunrcs ol- resources can be itccd up tt> li11ii11CC thes;c irc\\’ c\pc11cliLtl!'c r)ritrl-iIi'.'s.

Questions

Q.1. ! !o\v can the govcrnmcnt balancc thc need for lal'ec-scale in f'rasLructLlrc invcsLlrrcnts \\ ith
the constraints ot' iiscal discipline? Discuss thc p,)tCI',tia i risks illrd rc\\ :lr,is cli’ inc:-c::bcc! DIll, i:c

spcnding on transport and \vaLor itrf}astructti:-c. big.h lighting the rc)Ic (>i- III,' i11\cstlrlCIIt

lnuILlplicr III driving econonr ic gro\\'th and clnplt» inc IIL. ( i O.\'larks)

Q.2. What are thc macroeconomic impacts of-redirecting subsidies and tax concessions toward

R&1) in advanced technologies? Evaluate the potential benefits and challenges of this approach
to fostering technological innovation. (15 Marks)

e
PAll'l' ll

Read and ans\vcr the questions that f'ollo\v
C;cnnany. c)ncc hailed as thc po\\'’crhousc of Llul-opc. is currently grappling with signi£icant
economic challcngcs that threaten its stability and grow’th. ’1-he economy has been experiencing
stagnation. \\'ith projections for 2025 indicating m ininra I grow:th due to a colnbinalion ol- high
cncrg)’ costs. geopolitical unccrtainLics. and a \\taken ing itutc)nrel Ii vc scclt ir. I- tac l]LllILiCSl3 Ii:lk
has warned of pcrsistc11t structural problcnrs. il',CIUCii11 P. it it)ss ,>!- ct)il',!-)c:iLi-,'cilc.s- ill kc\
ndustrics and a dcclinc in in\’cstlncnt. As (icnnitn)' llavigiiLcs thcsc IILI:-alCS. IrIC iinpiiclILioiis
for ma.jol' conrpa11ics likc Volks\\'agcn. \\’hich Irctlvil)’ I-CliCS OII cxports and i-aces ticrcc
conrpctition ti'oIn international autolnakcl's. are prol’ound

Question :
Q.3. Idcntil')’ thc undcriying I'actors u'hich have contI-ibutcd to the current ccont)lnic crisis in

Germany. and ho\\’ havc policy solutions ilnplCIncntcd b\' tlic govci'nI11c! it tIlIJ !! IC !3t:.:LiCS'JIll:k

aimed to address these issues? Spcci{icall)-. \\-lriit iiulriicatit)ns do tllcsc cl:alic11gc, a::J }3,)iic\

responses have for Volks\.\'agcn's opcratioIls anti colnpctiLi\cncss ill tllc glc>bai attIc>lnotivc
lnarkct? ( 15 Marks)
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