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t is important to remember that the

budget is as much a political document

as an economic one. In this article, the
2024-25 union budget has been assessed
in terms of its performance on three
issues: (i) fiscal consolidation, (ii) its re-
sponse to a clear message from voters
that the government needs to seriously
address the question of employment and
decent livelihoods, and (iii) how well it
addresses the long-term goal of Viksit
Bharat, that is, India becoming a devel-
oped country by 2047.

Fiscal Consolidation

The current macroeconomic
concern is, primarily, the high
level of net government debt
at over 82% of gross domestic product
(6pP) (Mundle and Gupta 2024).* Of this,
the main component is union govern-
ment debt amounting to over 57% of GDP.
Fiscal consolidation was, therefore, a
high priority in this budget. As in all her
five budgets before this, the finance
minister has pursued the goal of fiscal
consolidation and transparency along
with a strong thrust to capital expendi-
ture (capex). Capital expenditure has
been raised by over 17% in Fy 2025 on
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top of an increase of nearly 25% in
FY 2024 and similar large increases in
the preceding years (Table 1, p 33).2

The union government capex as a
percentage of gpp will double from a
pre-pandemic baseline of 1.7% in Fy 2020
to 3.4% by the end of Fy 2025. Despite
this, the fiscal deficit is to be brought down
fairly sharply to 4.9% by the end of
FY 2025. This is on track to get the fiscal
deficit down to 4.5% by 2025-26, a target
she had set way back in 2021. The finance
minister has also committed that the
fiscal deficit will be brought down fur-
ther beyond Fy 2026 in order to gradu-
ally bring down the debt-Gpp ratio. The
compulsion driving this is the high interest
cost of servicing the union government
debt.3 It amounted to 57.1% of GDPp at the
end of Fy 2023-24 and is projected to
decline to 56% by the end of Fy 2025
(Figure 1, Table 1). At the prevailing rates
of growth and interest rates, setting the
debt-GDP ratio on a declining
path will require only a further
mild reduction of the fiscal defi-
cit below 4.5%, as Chinoy
(2024) has recently pointed out.

One of the key factors enabling the
combination of high capex along with
the reduction of the fiscal deficit is the
compression of revenue expenditure. It
is budgeted to increase by only 6.2% in
2024-25, following a nominal increase
of only 1.2% in 2023—24, implying an ab-
solute reduction in real terms (Table 1).
There were similar modest increases in
earlier years, barring the large increase
during the pandemic year 2020-21. So, the
ratio of revenue expenditure to GDP at

Figure 1: Deficit and Debt Position of the Union Government
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Table 1: Receipts, Expenditure, and Deficits

< Crore 9% Change 9% of GDP
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25  2020-21 2021-22 2022-23 2023-24 2024-25 2019- 2020- 2021- 2022- 2023- 2024-
(Act) (Act) (Act) (Act) (PA) (BE) (Act)/ (Act)/ (Act/ (PA)/ (BE)/ 20 21 22 23 24 25
2019-20 2020-21 2021-22 2022-23 2023-24 (Act) Act) (Act) (Act) (PA)  (BE)
(Act) (Act) (Act) (Act) (PA)

0 1 2 3 4 5 6 7 8 9 10 n 12 13 14 15 16 17 18
1 Revenuereceipts  16,84,059  16,33,920 21,69905 23,83,206 2728412 31,29,200 -3.0 32.8 9.8 14.5 147 84 83 92 88 92 96
2 Taxrevenue (net

to union) 13,556,902  14,26,287 18,04,793 2097786  23,26,524  25,83,499 5.1 26.5 16.2 109 170 68 72 76 78 79 79
3 Non-taxrevenue 327157 2,07633 365112 285421 4,01,887 545701  -36.5 758 218 408 358 16 10 15 11 14 17
4 Non-debt capital

receipts 68,620 57,626 39,375 72,196 60,461 78,000  -160  -317 834  -163 290 03 03 02 03 02 02
5 Total receipts

(1+4) 1752,679 1691546 22,09,280 24,55402 2788873 32,07,200 3.5 30.6 11 13.6 150 87 85 9.3 91 94 98
6 Totalexpenditure

(7+8) 26,86,330  3509,836  3793,801 4193157 4442542 48,20,512 30.7 81 10.5 59 85 134 177 160 156 150 148
6.1 Revenue

expenditure 23,550,604 30,83,519 32,00926 34,53,132  3494,036 3709401 31.2 3.8 79 1.2 62 117 156 135 128 M8 114
6.2 Capital

expenditure 3,35,726 426,317 592874 740,025 948,506 11,1111 27.0 391 24.8 28.2 171 17 22 25 27 32 34
7 Revenue deficit

(6.1-1) 6,66,545 1449599 10,31,021  10,69,926 765624 580201 175  -289 38 284 242 33 73 44 40 26 18
8  Fiscal deficit (6-5) 933,651 1818291 1584,521 1737755 16,53,670 16,13,312 948  -129 9.7 -4.8 24 47 92 67 64 56 49
9 Primary deficits 3,21,581  11,38,422 779,022  8,09,238 589799 450372  254.0 -31.6 39 -27.1 -23.6 16 57 33 30 20 14
10 Total debt

(outstanding)*  1,01,98,174 1,20,58,987 1,3545,615 1,52,23,388 1,68,72,254 1,81,68,157 18.2 123 124 10.8 77 508 609 573 565 571 557

RE-revised estimates; BE-budget estimates; PA—provisional actuals, Act—actuals; *outstanding debt of the union at the end of 2023—24 are revised estimates (RE) for total debt (outstanding).

Source: Receipt and Expenditure Budget, Budget documents for various years.

Table 2: Receipts
X Crore % Change % of GDP
2019-20  2020-21  2021-22  2022-23  2023-24  2024-25 2020-21 2021-22 2022-23 2023-24 2024-25 2019- 2020- 2021- 2022- 2023- 2024
(Act) (Act) (Act) (Act) (PA) (BE) (Act)/  (Ac)/  (Act)  (PAY/ (BE) 20 21 2 23 ¥ 25
2019-20 2020-21 /2021- 2022-23 /2023- (Act) (Act) (Act) (Act) (PA) BE)
(Act)  (Act)  22(Act)  (Act)  24(PA)
0 1 2 3 4 5 6 7 8 9 10 1 12 314 15 16 17 18
1 Revenuereceipts (3+7) 16,84,059 16,33,920 21,69,905 23,83,206 27,28,412 31,29,200 30 328 98 145 147 84 83 92 88 92 96
2 Grosstaxrevenue
(centre+states)
(21+2.2) 20,10,059 20,2704 27,09,315 30,54,192 34,64,792 38,40,170 0.8 337 12.7 134 108 100 102 15 1.3 117 1.8
2.1 Directtax* 10,49,549 9,44,875 14,08,293 16,59,085 19,55,781 22,07000 -10.0  49.0 17.8 179 128 52 48 60 62 66 638
2.2 Indirect tax# 9,60,510 10,82,229 13,01,022 13957107 15,09,011 1633170 127  20.2 7.2 8.2 82 48 55 55 52 51 50
3 Taxrevenue
(netto centre) 13,56,902 14,26,287 18,04,793 20,97,786 23,26,524 25,83,499 51 265 162 109 N0 68 72 76 78 79 79
4 Central GST 494,072 456,334 591,226 718,523 8,20,622 9,10,890 -7.6 29.6 21.5 14.2 1m0 25 23 25 27 28 28
5 Integrated GST 9,125 7,251 2,119 4,748 -5,026 -20.5  -70.8 1241 -206 00 00 00 00 00
6  GSTcompensation cess 95,553 85192 1,04769 1,25862 141436 151,009 -10.8 23.0 20.1 124 68 05 04 04 05 05 05
7 Non-taxrevenue 3,27157  2,07633  3,65112 285421 4,01,887 545701 -365 758 -21.8 408 358 16 10 15 11 14 17
7.1 Interestreceipts 12,349 17,113 21,874 27,852 38,297 38,224 38.6 27.8 273 375 -02 01 01 01 01 01 01
7.2 Dividendsand profits ~ 1,86,133 96,877 1,60,647 99913 170,444 2,89134 -480 658 -378 706 696 09 05 07 04 06 09
8  Non-debt capital
receipts 68,620 57,626 39,375 721096 60461 78000 -160 -31.7 834 -163 290 03 03 02 03 02 02
8.1 Disinvestment of
government equity 50,304 37,897 14,638 46,035 33,122 50,000 -247 -614 2145 281 510 03 02 01 02 01 02
9  Total non-debt
receipts (1+8) 17,52,679 16,91,546 22,09,280 24,55,402 27,88,873 32,07,200 -3.5 306 1.1 136 150 87 85 93 91 94 98

RE-revised estimates; BE—-budget estimates; PA—provisional actuals; Act—actuals.

*Includes income, corporate, and other minor direct taxes. These are gross figures inclusive of states’ share. #includes central GST, UT GST, integrated GST, GST compensation cess, customs,

union excise duties, and other minor indirect taxes of the union government.
Source: Receipt Budget, Budget documents, various years.

11.4% is now lower than the pre-pan-
demic baseline of 11.7% in Fy 2019-20.
Much of this compression is on account
of compressed social safety net spending,
as is discussed further in this article.

Economic & Political WEEKLY

The significant reduction of the fiscal
deficit despite rapidly rising capex, could
not have been achieved by revenue expen-
diture compression alone. An important
enabling factor is the buoyant growth of
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revenues. Revenue receipts grew by 14.5%
in2023-24 and have been budgeted to grow
by another 14.7% in 2024-25, both signifi-
cantly higher than the estimated (or pro-
jected) growth of nominal Gpp (Table 2).
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The revenue receipt projections for
2024-25 factor in the impact of tax pro-
posals in the budget. The main thrust of
the proposals focuses on the simplification
and rationalisation of tax administration,
including digitisation, as a prelude to
more comprehensive tax administration
reforms.4 However, there are some pro-
posals with specific revenue implications.
These include, among others, (i) the re-
duction or abolition of several basic duty
rates, though a few have also been raised;
(ii) an option to pay a lower rate of capital
gains tax without indexation, while the
earlier option has also been retained;
(iii) abolition of the Angel Tax forinvestors;
(iv) reduction in the corporate tax rate
from 40% to 35% for foreign companies;
(v) extension of the coverage of “safe
harbour” rules; (vi) increase in the deduc-
tion allowed for contributions to pensions
scheme by both employers and employees;
(vii) increase in the standard deduction
in personal income taxation to ¥75,000
(225,000 in the case of pensions); and
(viii) a revision of the personal income
tax rate structure. The finance ministry
has estimated that the proposed direct
and indirect tax changes will result in a
net revenue loss of only 3700 crore.

Of the total union revenue estimated
at 231.3 trillion, the tax revenue (net to
the union) of 225.8 trillion (7.9% of GpP)
constitutes the main component> (Table 2).
The estimated tax-GDP ratio at 11.8% of
GDP in 2024-25 (BE) is higher than the pre-
pandemic baseline of 10.8% in 2019—20.
The increase is mainly on account of
direct taxes, its share having gone up
from 4.8% of GDP in 2019—20 to 6.8% in
2024-25 (BE). Non-tax revenue contri-
butes another 1.7% of Gpp, about the same
as in 2019—20. The main component here
is dividends and profits of government
enterprises, especially the transfer of
surpluses by the Reserve Bank of India
(®B1), which is particularly large at z2.11
trillion in 2024-25.

In summary, the 2024-25 budget has
maintained the stance of robust fiscal
consolidation along with a strong thrust
on capex to drive growth, now a hallmark
of the finance minister’s budgets. How-
ever, this has been combined with the
contraction of expenditure on the two
main social safety net pillars, namely the
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food subsidy and the Mahatma Gandhi
National Rural Employment Guarantee
Scheme (MGNREGS). The government has
clearly adopted a strategy of addressing
the challenges of employment and decent
livelihoods through growth rather than
welfare spending. The implications of
such a strategy for the quality of growth
and other related issues are further dis-
cussed in this article.

Expenditure Allocations and
Employment-intensive Growth

The sectoral priorities of the government
are revealed mainly through its expendi-
ture allocations. Table 3 (p 35) shows how
these allocations have evolved in recent
years compared to the pre-pandemic
baseline of 2019-20. First, the share of
general services, which basically consist
of public goods (or public “bads”), has
declined from over 47% in 2019-20 to
less than 44% in 2024-25 (BE). Of this,
the share of defence services declined
from around 12% in 2019-20 t0 9.4% in
2024-25 (BE)® (Table 3). Given India’s
challenging external security environ-
ment, this decline is concerning. Mean-
while, the share of interest payment on
public debt, a public “bad,” has gone up
from around 21% to over 24%. It is this
pre-emption of expenditure on public
goods by interest payments that under-
lies the finance minister’s emphasis on
progressively reducing the fiscal deficit.

Second, the share of social services in
total expenditure has remained at only
5%, about the same as the 2019—20 pre-
pandemic baseline. The share of spend-
ing on education is marginal at only
1.2% and less than even the 1.4% base-
line in 2029-20. Barring a temporary
spike in the pandemic year 2020-21, the
share of health services has been frozen
at less than even 1% of total expenditure
(Table 3). Education and health services
are primarily state subjects. However,
some of the education and health ser-
vice components are a shared responsi-
bility under the Concurrent List of the
Constitution’s Seventh Schedule and
the union government has been active
in both sectors through centrally spon-
sored schemes (css). Thus, the very low
priority given to human development is
particularly disappointing.

SEPTEMBER 28, 2024 VOL LIX NO 39

Third, in line with the government’s
focus on capital expenditure, the share
of expenditure of sectors, like power,
communications, and particularly trans-
port, has been raised from less than
8.9% in 2019—20 to as much as 14.3% in
2024-25 (BE). A significant component of
this increase includes huge allocations
for Bihar and Andhra Pradesh because
the union government now depends on
the Janata Dal (United)-led Government
of Bihar and the Tpp-led Government of
Andhra Pradesh for its survival.

A fourth point to note is that after a
sharp increase during the pandemic year
2020-21, the allocation for food subsidies
and MGNREGS, the two main pillars of
the social safety net in India, has been
reduced every year in absolute terms,
implying a very sharp reduction in real
terms (Table 3). Taken together with
the high and rising allocation for capex
on infrastructure, it reveals a clear pre-
ference of the government for public
capex-led growth to address issues of
poverty and deprivation instead of wel-
fare expenditure. Such a strategy entails
that the quality of growth should be
employment-intensive and inclusive. Un-
fortunately, the record on this front has
been quite disappointing.

As Mundle (2024b) has argued, though
India is the world’s fastest-growing major
economy, maintaining growth rates of
6%—7% or more, the pace of employment
growth has been much less and has not
kept pace with the growth of labour
supply. Between 2011-12 and 2022-23,
the workforce employed grew from 466
million persons to 577 million, a growth
rate of about 1.9% (Mundle 2024b). Dur-
ing this period, the labour force grew
from 477 million persons to 595 million.
Thus, the number of unemployed grew
from 10 million persons to over 19 mil-
lion, that is, at an annual growth rate of
about 5.6%—just a little lower than the
rate of gpp growth. Furthermore, this is
a lower-bound estimate of unemploy-
ment. The Periodic Labour Force Survey,
from which these estimates are derived,
employs a very broad definition of em-
ployment. Any person who had any work
even for one hour a day for just 30 days
during the preceding 365 days is counted
as employed. The actual size scale of
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unemployment (or underemployment)
is likely to be much higher.

Clearly, the government needs to pro-
vide incentives to make growth more
labour-intensive, especially keeping in
view the signal from the elections men-
tioned at the outset. Indeed, generating
more employment is an important theme
in the finance minister’s budget speech.
More specifically, she has introduced the
idea of employment-linked incentive (ELI).
An allocation of 210,000 crore has been
provided to the Department of Labour and
Employment for three schemes. An addi-
tional allocation of 22,000 crore has been
provided to the Ministry of Corporate
Affairs for an apprenticeship programme.
Recognition of the need for an ELI to make
growth more employment-intensive is

Table 3: Expenditure Allocations

itself very important. The allocation of
212,000 crore in the very first year of the
programme is also quite significant. By
comparison, the production-linked incen-
tive (pL1) scheme, which has proved very
popular with manufacturers in some sec-
tors, started with only a token allocation
in the 202122 budget, and has now
grown to 314,183 crore, after four years
(Appendix Table 1, p 37). However, the
ELI allocation is so thinly spread across
sectors and the incentive per enterprise
is so limited that it is unlikely to have
much impact. What is required is a much
better targeted and more carefully
designed scheme.

Here is an illustration of how this could
be done. Adapted from a 42x42 sector
input-output table (Bhandari et al 2022),

Table 4 (p 36) provides the share of total
employment provided by a sector, the
employment multiplier of a sector (num-
ber of jobs per 21 crore output) and the
capital intensity of a sector. Setting aside
agriculture which is employing too many
people, nearly half the workforce, but at
very low marginal productivity, there
are about 21 sectors which are labour-in-
tensive, employing at least 20 persons
per 21 crore of output. Of these, 10 sectors
are already significant employers, employ-
ing between 6 million and 77 million
persons each. These include construction,
trade, services, land transport, textiles
and garments, education and research,
food and beverages (including tobacco),
hotels and restaurants, and miscellaneous
manufacturing. The ELI scheme, linking

SrNo Head Total Expenditure (% crore) Share in Total Expenditure (%) % Change
2019-20  2020-21  2021-22  2022-23  2023-24  2024-25 2019- 2020- 2021- 2022- 2023- 2024- 2020-21 2021-22 2022-23 2023-25 2024-25
(Act) (Act) (Act) (Act) (RE) (BE) 20 21 22 23 24 25 (Act)/ (Act)/ (Act)/ (RE)/ (BE)/
(Act) (Act) (Act) (Act) (RE) (BE)  2019-20 2020-21 2021-22 2022-23 2023-24
(Act) (Act) (Act) (Act) (RE)
0 1 2 3 4 5 6 7 8 9 10 n 12 13 14 15 16 17 18
1 Total expenditure 26,86,330 35,09,836 37,93,801 4193,157 44,90,486 48,20,512 100 100 100 100 100 100 30.7 8.1 10.5 71 73
(12.5) (120 (15.6) (17.6) 21.2) (23.0)
2 General services 12,66,553 13,70906 15,83,560 1776917 19,88,942 21,10,674 471 391 417 424 443 438 8.2 15.5 12.2 no 6.1
9.9) (10.4) 9.7) (9.1) (9.1 9.3)
2.1 Interest payment 6,12,070 6,79,869 805499 928517 1055427 1162940 228 194 212 221 235 241 11 18.5 15.3 13.7 10.2
and servicing of debt (0.0) (0.0) (0.0) (0.0) (0.0) (0.0)
2.2 Defence services 318,665 3,440,094 3,66546 399123 455897 454773 119 9.7 9.7 95 102 94 6.7 78 89 14.2 -0.2
(34.9) (39.5 (37.6) (35.8) (34.5) (37.8)
3 Social services 1,38,609 167648 2,64142 212159 2,42,884 2,40,893 5.2 4.8 70 51 54 5.0 21.0 576  -19.7 14.5 -0.8
(6.8) 4.2) (3.6) (5.7) 3.9 (4.0)
31 Education, sports, 49841 46,376 49,557 57485 86,174 65,730 19 13 13 14 19 14 -7.0 6.9 16.0 499 237
artand culture (4.4) (0.5) (0.1) (0.0) (0.1) (0.3)
3.1.1 Education 42,661 42,348 44,843 51,739 79,768 59,481 1.6 1.2 12 1.2 1.8 1.2 -0.7 59 154 542  -254
3.2 Medicaland 28937 35076 71644 38,686 39,358 43,584 11 1.0 19 0.9 09 0.9 212 1043 -46.0 17 10.7
public health (5.7) (10.2) (4.4) (7.6) (6.6) @1
4 Economic services 713,518 12,64,080 12,50,665 1417476 1501397 16,09903 266 360 330 338 334 334 772 -1 133 59 72
(24.6) (13.1) (29.7) (31.8) (41.0) (44.3)
4.1 Agricultureand 2,38506 702,495 484,253 47139 3,87172 3,68,702 89 200 128 1.2 8.6 76 1945 311 -2.7 -17.9 -4.8
allied activities (1.4) (0.3) (1.8) 0.7) 0.1) .1)
4.1.1 Food subsidy 1,08,688 541,330 2,83969 272,802 212,332 2,05250 40 154 76 6.5 4.7 43 3806  -451 94 -223 3.2
(0.0) (0.0) (0.0) (0.0) (0.0) (0.0)
4.2 Rural development 74342 113910 1,01,036 94,401 90,385 89,817 2.8 32 2.7 23 20 19 53.2 -n3 -6.6 -4.3 -0.6
(0.0) (0.0) (0.0) (0.0) (0.0) (0.0)
4.2.1 MGNREGS 71,687 1,11,170 97,878 90,198 85,035 85,279 2.7 32 26 22 19 1.8 551 -4 -7.8 53 0.0
(0.0) (0.0) (0.0) (0.0) (0.0) (0.0)
43  Energy 61,803 55,500 30431 50,037 39,838 53,360 23 1.6 0.8 1.2 09 11 <102 452 644  -204 339
22 (5.4) (1.6) (4.2 (5.8) (8.6)
44 Transport 148961 134762 3,25047 3,88125 515424 522,672 55 38 8.6 93 1.5 108 95 1412 194 32.8 14
(93.2) (90.9) (95.5) (95.5) (95.6) (97.9)
4.5  Communications 29,377 44,984 35601 1,24,063 102303 116,382 11 13 09 3.0 23 24 532 209 2485 -17.5 13.8
(17.8) (1.0 (1.m (44.8) (68.8) (72.5)
46 Industryand 85,745 119,870 153173 217276 1,85429 1,84,021 32 34 4.0 5.2 4.1 38 39.8 27.8 418  -147 -0.8
minerals (73) 43) (54) (3.0) (3.6) 39)
5 Grants-in-aid and 530,731 596,711 6,37058 786,606 757262 859041 198 170 168 188 169 178 124 6.8 235 -3.7 134
contributions (4.4) (15.6) (8.3) (14.7) (18.9) (22.4)
BE—budget estimates, RE—revised estimates, act—actuals. Figures in parenthesis are the share of capital expenditure in total expenditure under each head.
Source: Expenditure Budget, Budget documents, various years.
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incentive grants to additional employment
could initially target these 10 sectors.
In this context, note that the pL1 scheme
is also targeting only 12 sectors, of
which the bulk of the incentive has gone
to just four sectors, namely electronics
and 1T hardware, automobiles and auto

components, pharmaceuticals, and food
processing (Appendix Table 1).

The Budget and Viksit Bharat

Apart from dealing with annual revenue
and expenditure projections, the budget
also signals the government’s approach

Table 4: Sectoral Employment Share, Employment Multiplier and Capital Intensity

Sectors ShareinTotal ~ Employment  Capital Intensity?
Jobs (%) Multiplier' (CFC/GVO)
Group 1 Agriculture, livestock, forestry and fishery 46.9 88 0.05
Construction 13.3 41 0.03
Trade 10.2 33 0.04
Services? 4.7 27 0.05
Land transport 3.8 33 0.11
Real estate and professional services* 32 12 0.13
Textiles and garments 32 50 0.06
Education and research 2.1 23 0.11
Food beverage and tobacco 1.7 67 0.03
Hotel and restaurants 1.6 71 0.02
Miscellaneous manufacturing 1.1 39 0.02
Financial and insurance services 1.0 n 0.02
Paper products; printing and publishing 0.8 41 0.06
Non-metallic mineral products 0.8 24 0.06
Group 2  Ferrous and non-ferrous basic metal 0.5 17 0.03
Passenger cars 0.5 21 0.04
Non-electrical machinery 0.4 18 0.05
Electrical, electronic and communication equipments 04 26 0.06
Synthetic fibres and resin 0.4 39 0.04
Other transports equipments® 0.3 33 0.07
Storage, warehousing and communication 0.3 14 0.10
Hand tools and miscellaneous metal products 0.3 20 0.07
Mining and quarrying 0.3 12 0.10
Supporting and auxiliary transport activities 0.3 16 0.12
Electricity 0.3 15 0.12
Other transport 0.2 15 0.12
Leather and leather footwear 0.2 43 0.07
Renting of machinery and equipment 0.2 53 0.04
Group3  Plastic products 0.2 29 0.03
Motor cycles and scooter 0.2 21 0.03
Water supply 0.1 24 0.09
Commercial vehicles 0.1 19 0.05
Electrical industrial machinery 0.1 19 0.06
Rubber products 0.1 24 0.06
Petroleum products 0.1 1 0.03
Batteries 0.1 9 0.16
Electrical and electronic machinery 0.0 17 0.07
Basic heavy chemicals 0.0 18 0.04
Paints, varnishes and lacquers 0.0 20 0.05
Electrical wires and cables 0.0 n 0.10
Other chemical and chemicals products 0.0 19 0.05
Coke and coal tar products 0.0 16 0.06

(1) Employment multiplier for a particular sector refers to an increase in total employment (direct and indirect) in the
economy due to X1 crore worth of output increase in that sector.

(2) CFCcan be defined as that part of the gross product which is required to replace fixed capital used up in the process of
production during the period of account. GVO is the gross value of output for a sector in an accounting year. Thus, CFC/GVO

can be taken as a measure of capital intensity for a sector.

(3) Includes services other than trade, transport, education and research, hotel and restaurant, finance and insurance services
(4) Includes legal services, computer-related services, accounting activities, real estate, and ownership of dwelling.
(5) Other than passenger cars, commercial vehicles, motorcycles, and scooters.

Source: Adapted from Bhandari et al (2022), MoSPI (2020, 2021).
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towards long-term goals. How well does
the budget address the long-term goal of
Viksit Bharat, positioning India to become
a developed country by 2047? India’s
transformation over the next couple of
decades will be embedded in the ongo-
ing fundamental transformation of the
global economy, driven by three simul-
taneous technological revolutions: the
energy transition, the artificial intelli-
gence (A1) revolution, and the revolution
in biotechnology. We have earlier written
about the significance of the first two but
not the third (Mundle 2024a). Three such
simultaneous technological revolutions,
feeding into each other, is probably
unprecedented in history. The global
economy in 2047 will be profoundly dif-
ferent from what it is today. India’s posi-
tion in that economy will depend on how
it engages with these ongoing techno-
logical revolutions today.

In her budget speech, the finance min-
ister announced the preparation of a
framework for the next generation of
reforms, for which she listed 17 items,
mostly relating to reforms in factor mar-
kets. These reforms are certainly impor-
tant in themselves, particularly the pro-
posed review of the Income Tax Act of
1961, to review and simplify it.” However,
these conventional reforms do not address
the challenges of fundamental global
transformation mentioned earlier in the
article. Though inputs are not a good
measure of outcomes, budgetary alloca-
tions give an indication—admittedly
partial—of how seriously the govern-
ment is addressing these challenges.

Regarding the energy transformation
challenge, the allocation for renewable
energy was increased from 26,041 crore in
2023-24 (RE) to 216,395 crore in 2024-25
(BE). Regarding the a1 challenge, an India
Al mission has been established and the
allocation for the Ministry of Informa-
tion and Technology was raised from
314,421 crore in 2023-24 (RE) t0 321,936
in 2024-25 (BE), though not all of this is
directly related to A1. The government’s
response to the biotechnology revolution
is very recent. A BioE3 Mission (Biotech-
nology for Economy, Environment, and
Employment) has just been established,
with an initial expenditure of 21,607
crore in 2023-24 (RE) which has been
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raised to 22,275 crore in 2024-25 (BE).
These allocations, though expanding
rapidly, are a small fraction of the total
allocation of 16 trillion on economic ser-
vices (Table 3) and also very small com-
pared to individual infrastructure allo-
cations for land transport, power, etc.
With such limited commitment of public
resources, it seems quite unlikely that
India can be a serious player in the intense
ongoing global competition, especially
between China, the United States, and
other advanced countries, to lead and
dominate these technological revolutions.

NOTES

1 This is, of course, in addition to the challenge
of open or disguised unemployment.

2 Fiscal data in this table and some of the other

tables present a comparative picture of the

past six years to demonstrate where we are
today compared to the pre-pandemic baseline

of 2019—-20.

This issue is further discussed in this article..

4  Finance minister’s budget speech, Budget 202425
documents, Government of India, 23 July 2024.

5 In addition to revenue receipts, total receipts
include an additional Z78,000 crore of non-
debt capital receipts.

6 The figures in parenthesis in Table 3 indicate
the share of capital expenditure in the total ex-
penditure of a sector.

7 The sooner this is done, the better. A draft
simplified direct tax code was unfortunately

w

put aside a few years ago. Hopefully, this can
now be revived expeditiously. A similar sim-
ple, comprehensive code can be considered
for customs duties, which continues to be
changed in an ad hoc manner. The finance
minister can also work through the goods
and services tax (GST) council, which she
chairs, to also simplify the structure of GST.
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Appendix Table 1: Allocation for Various Sectors under the Production-linked Incentives (PLI) Scheme

(X crore)

SrNo Sectors 2021-22(Act)  2022-23(Act)  2023-24(RE)  2024-25 (BE)
1 Automobiles and auto components 5.7 483.8 3,500.0
2 Advanced chemistry cell (ACC) battery storage 1.7 12.0 250.0
3 Specialty steel 2.4 245.8
4 Textiles 71 5.0 45.0
5 Drone and drone component 0.0 30.0 33.0 57.0
6 White goods (ACs and LED lights) 1.2 35 65.0 298.0
7 Toys 0.0
8 Footwear and leather sector 0.0
9 Telecom and networking products 39.2
10 Electronics and IT hardware 1,655.0 4,559.9 6,200.0
1 Pharmaceuticals 0.0 1,425.0 1,696.3 2,143.0
12 Food processing 9.3 489.8 1,150.0 1,444.0

Total 10.5 3,657.0 8,007.3 14,1829

BE—budget estimates, RE—revised estimates, Act—actuals.

Source: Expenditure profile, Statement 4B (Central Sector Schemes), Budget Documents 2024-25.
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