) THE 3@ HINDU

Daily News Analysis
The Hindu Important News Articles & Editorial For UPSC CSE
Wednesday, 05 Feb, 2025

Edition : International LE]J[Xe) @111 {11
Page 01 SANDT H 200 YR BT I a9 3 Iy

Syllabus : GS 2 : Glﬁ?f@'qﬂ'q'ﬂ Hell

Page 01 1 3RDT IR AT SR THIHR TefedR
Syllabus : GS 2 : Glﬁ?f@'qﬂ'q'ﬂ e, TETet bt i
Syllabus : GS 2 : GI?R"@TIW%‘I RINCRE
Page 10 B Pl ThaRWbl AT Hi 52
Syllabus : GS 3 : YR srdagaw
JUER | TaBRIq YR’ 76T b 11T [ob G b
TH ! B e §

Page 08 : HUTG®HIYT fARAHOT: T3y ARG TG A SHRDT BT 6% BT
Syllabus : GS 2 : 3iERTSIT ey | AP TR F1 T PR & P1 AT &




a

GEO IAS

—=I{'s about quality=

Page 01 : GS 2
TYEA T et Bt GHIfad 3MRET a6 ¥ $3 37 Ugd, SIHIeS T/ URINF = 3aY YR yariial &1 Raifid &

B Ui T& R A B

U.S. sends back 200 Indians on military plane

New Delhi said to have confirmed nationality of all individuals before they were boarded on the plane; moves comes a week after Prime Minister Narendra Modi spoke with
US. President Donald Trump on phone and days before an expected meeting between them; new US. administration puts the number of illegal Indian immigrants at 18,000

Kallol Bhattacherjee
NEW DELHI

ays before Prime
l) Minister Narendra
Modi’s expected

visit to the U.S., the Donald
Trump administration has
started the process of de-
porting illegal Indian
immigrants.

Sources confirmed that
a wide-bodied military air-
craft took off from the U.S.
early on Tuesday morning
carrying around 200 In-
dian nationals. Official
sources here said that the
Indian side confirmed the
nationality of all the indivi-
duals before the U.S. auth-
orities went ahead with the
deportation.

Mr. Modi had spoken to
President Donald Trump
last week following which
the White House an-
nounced that the Prime
Minister was expected to
visit Washington DC in Fe-
bruary. “We will work to-
gether for the welfare of

sYyf:

o

our people and towards
global peace, prosperity,
and security,” Mr. Modi
said after the telephone
conversation.

Shortly thereafter, Mr.
Trump addressed the issue
of illegal immigration from
several countries, includ-
ing India, and said, “He
[Mr. Modi] will do what’s
right when it comes to tak-
ing back illegal Indian im-
migrants from America.”

The conversation was
held against the backdrop
of reports that the two
sides were in discussion ov-
er the presence of at least
18,000 Indian nationals in
the U.S. who were being
viewed as illegal immi-
grants by the Trump
administration.

“The United States is vi-
gorously enforcing its bor-
der, tightening immigra-
tion laws, and removing
illegal migrants. These ac-
tions send a clear message:
illegal migration is not
worth the risk,” a U.S. Em-
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The U.S. started military repatriation flights after Donald Trump took over as President

m Indian sources
point out the
latest repatriation
isunique asitis
being done using a
military aircraft

bassy spokesperson said
here on Tuesday in res-
ponse to a question on the
deportation of the Indian
nationals.

Indian sources, howev-
er, pointed out that while
the deportation of Indian
nationals who had landed
in the U.S. through du-
bious means was not new,

= Trump had earlier

said that Prime Minister
Narendra Modi “will do
what’s right when it comes
to taking back illegal Indian
immigrants from America.”

m Tuesday’s

the use of a military air-
craft to carry out the task
was a new method.

The U.S. Department of
Homeland Security had
flown out a “large-frame
charter removal flight” on
October 22, 2024 carrying
Indian nationals who had
attempted to enter the U.S.
illegally.
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exercise indicates a
continued dialogue
between the Trump
administration and
the Indian authorities

Major crackdown:
Afile photo of detained
immigrants being
boarded ona U.S. C-17
military aircraft last
month. REUTERS

In a statement, the DHS
had informed that since
June 2024, the outfit had
“removed or returned” ov-
er 1,60,000 individuals
and operated around 495
international repatriation
flights to “more than 145
countries - including
India”.

Tuesday’s exercise indi-

cates a continued dialogue
between the Trump admi-
nistration and the Indian
authorities. External Af-
fairs Minister S. Jaishankar
had met the new U.S. Se-
cretary of State, Marco Ru-
bio, soon after the January
20 swearing-in of Mr.
Trump.

‘Duty bound’
Responding to a question
from the media regarding
the U.S. position, External
Affairs Ministry spokesper-
son Randhir Jaiswal clari-
fied last week that India
would take back its citizens
only after confirming their
nationality.

“... Not just in the Unit-
ed States but anywhere in
the world, if they are In-
dian nationals, and they
are overstaying or they are
in a particular country
without proper documen-
tation, we will take them
back, provided documents
are shared with us so that
we can verify their nation-

ality that they are indeed
Indians,” Mr. Jaiswal said.

Indian  sources in-
formed that New Delhi is
“duty bound” to take back
Indian citizens if they are
found to be staying in fo-
reign countries by using il-
legal means but also point-
ed out that there is an air of
uncertainty within the U.S.
over the tough immigra-
tion policy and because of
defunding of several feder-
ally funded projects.

Since the inauguration
of Mr. Trump on January
20, the issue of “illegal im-
migration” has been in the
spotlight. It was a major
poll plank during his cam-
paign. It has been learnt
that Mr. Modi is expected
to reach the U.S. on Febru-
ary 12. He is among a num-
ber of foreign leaders like
U.K. Prime Minister Keir
Starmer and Japanese
Prime Minister Shigeru Ish-
iba who are scheduled to
meet Mr. Trump in the
next few days.
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China hits back at U.S. wit

Agence France-Presse
BEIJING

China said on Tuesday it
would impose tariffs on
imports of U.S. energy,
vehicles and equipment,
firing a return salvo in an
escalating trade war bet-
ween the world’s two big-
gest economies.

U.S. President Donald
Trump on Saturday had
announced sweeping mea-
sures against major trade
partners Canada and Mexi-
co, while goods from China
were hit with an additional
10% tariff on top of the du-
ties they already endure.

Minutes after they came
into effect, Beijing un-
veiled levies of 15% on im-
ports of coal and liquefied
natural gas from the U.S.,
while crude oil, agricultu-
ral machinery, big-engined
vehicles, and pick-up
trucks face 10% duties.

China is a major market
for U.S. energy exports and
according to Beijing cus-
toms data, imports of oil,
coal and LNG totalled

more than $7 billion last
year.

But that is dwarfed by
China’s imports from more
friendly powers such as
Russia, from which it pur-
chased $94 billion-worth
last year.

‘Unilateral hike’

Beijing said the measures
were in response to the
“unilateral tariff hike” by
Washington.

The U.S. decision, China
said, “seriously violates
World Trade Organization
rules, does nothing to re-
solve its own problems,
and disrupts normal eco-
nomic and trade coopera-
tion between China and
the United States”. Beijing
said it would file a com-
plaint with the WTO over
the “malicious” levies.

“I think the retaliation is
not aggressive, as China
only targets some U.S. pro-
ducts, in response to the
U.S. tariff on all China’s ex-
ports to the U.S.,” Zhang
Zhiwei of Pinpoint Asset
Management said in a

—

Shoppers walk by a Calvin Klein store in Beijing. The brand is owned

h goods tariffs

by PVH Group into which China announced a probe on Tuesday. AP

note. “This is likely only
the beginning of a long
process for the two coun-
tries to negotiate”.

Probes launched
Alongside its tariffs, China
announced a probe into
U.S. tech giant Google and
the addition of U.S. fashion
group PVH Corp.— which
owns Tommy Hilfiger and
Calvin Klein — and biotech
giant llumina to a list of
“unreliable entities”.
Beijing’s State Adminis-
tration for Market Regula-

tion said the U,S, tech giant
was “suspected of violating
the Anti-Monopoly Law of
the People’s Republic of
China”.

It has “launched an in-
vestigation into Google in
accordance with the law”
as a result, the administra-
tion said in a statement.

It did not provide furth-
er details about the allega-
tions against Google.

The U.S. tech behe-
moth’s core search engine
and many of its services
are blocked in mainland

Sensex rebounds
as Canada, Mexico
get tariff breather

MUMBAI

The Indian stock market
bounced back sharply on
Tuesday with its biggest uptick
in a month, fuelled by the U.S’s
decision to pause the blanket
tariffs on imports from Canada
and Mexico that had spooked
global markets and currencies
on Monday. » PAGE 12

China, where U.S. Internet
titans have long struggled
with doing business.

Google in 2011 aban-
doned its Chinese-lan-
guage search engine in the
mainland and transferred
it to Hong Kong.

The probe into PVH and
Mumina would “safeguard
national sovereignty, se-
curity and development in-
terests, in accordance with
relevant laws”, China’s
Commerce Ministry said in
a statement.

“The above two entities

, probe into Google

violate normal market
transaction principles, in-
terrupt normal transac-
tions with Chinese enter-
prises, and take
discriminatory measures
against Chinese enterpris-
es,” it added.

China in September said
it was investigating PVH for
an “unreasonable” boycott
of cotton from its Xinjiang
region, where Beijing is ac-
cused of widespread rights
violations.

Beijing also unveiled
fresh export controls on
rare metals and chemical-
sincluding tungsten, tellu-
rium, bismuth, and molyb-
denum, used in a range of
industrial appliances.

Mr. Trump has said his
tariffs aimed to punish
countries for failing to halt
flows of illegal migrants
and drugs into the U.S. He
said on Monday that he
planned a call with Chi-
nese counterpart Xi Jinp-
ing in the next 24 hours.
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India-Indonesia ties as a beacon for global relations

accompanied President Prabowo Subianto of

Indonesia, who was the chief guest at India’s [
spectacular 76th Republic Day celebrations. The
magnificence of the occasion was not only
reflected in the vibrant displays of India’s
democracy, diversity and military strength, but
was also a timely reminder of the deep and
enduring relationship between the countries,
which can be a beacon for wider international
relations.

l t was a great honour for this writer to have

A\
Anindya Bakrie
is Chair of the
Indonesian Chamber
of Commerce and
Industry (KADIN),
and the CEO of
The evolution of ties Bakrie & Brothers
Indeed, as India celebrated its first Republic Day
in 1950, marking its new destiny as a sovereign
and democratic nation, it was Indonesia’s
founding father, President Sukarno, who graced
the occasion as chief guest.

In subsequent decades, as the two countries
embraced their independence, they have built
strong ties, spanning economics, politics and
culture. In fact, this year was the fourth time that
an Indonesian President has been chief guest at
the Republic Day celebrations. Mr. Prabowo’s
visit, and his meeting with Indian Prime Minister
Narendra Modi, highlighted the shared ambition
of the two leaders to further increase
collaboration in areas that include trade,
maritime security, health and technology.

As two of the world’s largest and fastest
growing economies, Indonesia and India have
immense potential to become the cornerstone for
prosperity and security for the entire Indo-Pacific
region and beyond. In particular, this writer’s
visit convinced him that there are three key areas
of trade, security and geo-politics.

In strengthening
their bonds, the
two countries

First, whilst the two countries signed a trade can lay the
agreement back in 1966, from today’s vantage foundation for a
point there is a huge amount that can be done to more
grow economic ties between the two countries. d
As Chairman of the Indonesian Chamber of prospemus an

sustainable

Commerce, this writer co-chaired the CEOs
Forum alongside Indian business leader Ajay S.
Shriram in New Delhi. Bringing together senior

future for Asia
and the world

business leaders from India and Indonesia, we
identified five key sectors that should be
prioritised to unlock mutual growth, boost
innovation and strengthen bilateral ties, i.e., in
energy, food and agriculture, health care,
manufacturing and technology.

Trade and security as pillars

Throughout the discussions, it became clear that
there are immense opportunities to increase
bilateral trade, which currently stands at just
under $30 billion. There is the potential to
quadruple the volume of trade in the next 10
years. Ambitious growth targets reflect the
confidence the two nations have in each other’s
potential and in their continued partnership.

Against a backdrop of global economic
uncertainty, India and Indonesia are forecast to
grow by 6.5% and 5.1%, respectively, this year,
which is well above the global growth average of
3.3%. This reflects their expanding markets,
young and dynamic workforces as well as
growing consumer demand.

There is also huge untapped potential for both
countries to benefit from intelligent investment
that can position them as leaders in energy
transition. While Indonesian investment in India
stands at $653.8 million and India has invested
$1.56 billion in Indonesia, this only scratches the
surface of what is possible. By deepening their
investments and supply chains in sectors such as
clean energy, technology and manufacturing, the
two countries can lead the global effort against
climate change.

Security is the second pillar of the
India-Indonesia partnership. In recent years, they
have made significant strides in strengthening
defensive ties, culminating in the Comprehensive
Strategic Partnership in 2018, which is already
yielding significant dividends, particularly in
enhancing maritime security in their shared
waters.

But defensive cooperation is only one aspect of
their multifaceted relationship. During Mr.

Prabowo’s visit, Mr. Modi and Mr. Prabowo
committed to strengthening collaboration in
areas such as counterterrorism and cyber
security to keep the two countries safe.

As two large, populous nations with growing
military capabilities, this is essential if the two
countries are to address the complex geopolitical
dynamics of the Indo-Pacific and safeguard its
stability and prosperity for generations to come.

International relations

A third element of the bilateral relationship is
how it fits in the global context. Outside of the
Indo-Pacific, India and Indonesia are both
navigating a geo-political environment that is
constantly shifting. At the start of the year,
Indonesia was formally invited to join the BRICS
group of emerging economies. In that club of
powerful emerging economies, it joins India and,
of course, China too. At the same time, both
Indonesia and India have important relationships
with the United States and other western
countries. The new U.S. administration led by
President Donald Trump has threatened to
introduce a new set of tariffs, and it remains to be
seen what will happen.

1t is obvious that tariffs and non-tariff barriers
are impediments to free trade and carry risks for
the global economy. Indonesia, as a key source of
natural resources such as nickel, copper, tin and
bauxite, wants to be able to export to the U.S.,
India and other markets.

President Prabowo’s visit to India was a
reminder of the importance of Indonesia’s
bilateral relationship with Indonesia. Their
partnership, 76 years old, continues to grow in
strength and their potential to shape the future of
the Indo-Pacific and the global economy is vast.
As the two countries continue to work together
through trade, security and their geo-political
ties, they will not just strengthen the bonds
between the two great nations but also lay the
foundation for a more prosperous and
sustainable future for Asia and the world.
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1 STRIPIT TR W AT e et o

UdIBTHD IF3ATA: 1950 T 0ra feaw fAwsror

0 U URWNS THH $T Ugdl AR Fbd 1950 H HRA & Igule T fGad ARG & SR gafl|

o SSRMAT & HRIUH fUdr 3R Ugel Ayufa YUl &1 Jo il & w0 & 1T o & fore srefa fovar ma o,
g T O JAS 3R TGN WR SR T oD T8 B J[SSMTd BT U1 AT

0 S &1 A Tidhad, TeMRUSAT 3R g0l T8-31Rdd & T1e Jodi &1 o=yl ard R=d B Loed Hi |

o Sd I Y T WUy ATl & U H U I W A, @ I Aa1sil 3 Aol JoHD 3R il deiel
4 RId B & Hgd B! UgaHI|

0 31 Feitl &b YH3Tl Iuf F SIRATIY & H FgdI B! ARV Y8, W IR R [eRUg 3rialed (NAM) &
AT , R SMPR 31 § YRA SR SSHRMT SF1 ¥ Teayu! YT A |

o 2041 Il & Tem & R1fia NAM A afat $iR gdf sqiie! & iid g fausH & e o6 dofeus sl 9+ &1
DI P, Forad R IR UR SR feam a7 ot =iifa), TganT SR AeTRIfaadl & UHTa J Wa=dl &I Serdl gl T

fueha Je1a ok aRplaw® SeM-ve™

o U WAl & §1G & &= |, G o2l A fafta fguaita Jerdl & Ares @ - daell ol Holed faar|

0 YRA 3R FSHRMAT 7 AR iR e Tgam gusidal Ifgd o8 JHgidl IR gWER U 3R IRpfas
3fTeH-ve fasfid fry, forad 3% Jay iR 18R gu|

o U 3MeH-UeH Sl 32 Bt T JRplas favgar @l gxfd 8, Arem et g &k ggam & fiw e
Toled YR UG fobar|

AR A AT

o FSMREE Iyufadt @ IR-IR YRd A, R IFUfy vear gieaiel St g @t ann of e B, 59
IrREt 1 R Uefd & ¥aifed Hal gl

o IFUTd Y&tal B AT <l IR g8 o (o] SSMRIATS a1 B HRA & 70 faad THARIE & e 7w sifafy &
U H AT foram T, St Yadf &b FRAR 3R 9¢d Hed &1 AT g
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o 3 I fguel TganT &) dgM SR IR, &1, Wenfiiet 3k fRren wflkd fafay &=t & wgaiv & 7u Ika @em
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YRA-ZSHIRMAT Gati & UqE U8q

» PN & WY F FUH AUR
o 3% TEaNT URA-SS IR Yadl HT Th THE U 38l 6
o gTalte 1966 H T HUR THSII R gXER fhT MU 3, Afe s Jaieh & fawar &7 oruR Turaemy anft oft
TG B
o gaaF ¥, fguefa R @y 30 faferas SieR ©, dfdd AT 1% & 39 siidel &I Al H &
AEATH e 5|
o B g1 # 5 faccht & smaiford Wigsil BRY H, foa! Wg-3eeidl SSHIRMATS dar 3Hith SN & el 3R
YR UR AT 3o1g T, FRM A &1, [abr & o Ui e &3 & uga™ &1 Ts: SHoil, T 3R Y, ey
Tar, fafafor ik Wi |
o AR R & Hfad P 3R fgueha myfef smemst &1 Aogg HRdp, A < U 3nfifes 3/awRt &) |
T&d g |
o HRd & T 6.5% 3R LSHRMT & T 5.1% &) AT i gfg <= & Ty, ST 3w 3fe onffe
AT & TavE Ha-Haq & ! RUfT A g
»  JRET 3R TurEifad TeahT

0 R&M TgANT YRA-SS IR WIRIeR! &1 T 3R Agaqul WY 5
0 2018 & U AP ATIGRT A & Tat BT HTH! Aoigd BT §, TIH T e H|
0 S de @l AR HgAyU! FRATHT o7 ard & <=1 o AT S0 STl Bt R AT B FaraR g
o FUfd TSl 1 AT A Sficiepdra faRe 3R WIgeR FRAT JgaNT & forg ufcragiarsdl &1 SR Feigd fobar|
o fg-u=iid &= ¥ fasfyd 81 @ Y-Ioifads URexd &I 9d gy, &g RRar ok ofifes Ty &t veam & faw
e T=1 3R Yo TEanT ST g |
0 G 4R WISER Wi 3R & faare! wfgd o JR&m Al BT THIET B &1 HTIRISH T 6! UgaHd ¢ |

YRA-ZSHIRMAT Hat BT Y-ITHiTdd A

» 30 fRuehy Feel § WY, YR 3R SSRmr 3fie y-Iorifa & gewayul yfter Ay g

» ISHRE & B & § o whg o Wi 1 o o e B, o 38 URd iR ©F Ifed oy SRdl
SferaRTsll & 1Y Sedar gl

» 39 T, GHI TP T I SR IR 37 ufdied wifekaa & Ay Heayul dey ST 36 |

» g, 3fYe IR FAfaa! &1 AT R YT §, o Tuifad eafet eRw wnfira § st Al srfemawsit &1
UIfad IR THd ] |

» TP Y U Y & U H, SSHRMAT SAReT $IR YR S S9! # Favd, dfer, o7 ok siamrse ol g
a3 1 Pt B AR g
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» Y 9, YRd $T faaia fafmfor & TRee TU 3 et AR a1 & 3aeR Ud &l o |
frepd

> PR G B A A URA SR SRR B e Tl R e ward 1 g

W 371 T, S 319 76 9 [RIAT 8, TR, TR 31K 0HI{dh JeanT I IR gl [aeid 81 w1 8|

B ON-oN 4 3y Sfifd SR YOI Jeamdl i Afdie HRd §, IHT UgaNT Sol-URifthd 3R I 3 &
HIq™ T THR & H gD BRI

» Tl BT AEd BIP, HRT 3R SHRMAT T Had U TG iR JRe &1 9g1d § dfcd T 31 fRR 3R
fewrs g A W A <A €|
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Page 10 : GS 3 : Indian Economy
Ferd gl B B H IS Bkl DI 7T &, [T A 37 A8 ¥ M 31T aTd Saransll I el | garal f o4

B & 7T ge o Rarad g8 78 8, e S8 SIATMG 31 TR RIS oA BT JH A 51 Ibdll ¢ |
Why the tax cuts are a one way gamble

In a world where expenditure by the government is directly linked to tax revenue, any shortfall on the tax side will show up on the expenditure side as well. Despite the fall
of 8% in the effective tax rate, the Budget has estimated direct tax collection to go up by 14%

ECONOMIC NOTES

twould not be an exaggeration to

say that this is the biggest tax cut

that the middle class has ever got in

any Union Budget. To be sure, the
tax-paying middle class in India is
nowhere near “middle” of the income
spectrum and, hence, those who would
directly benefit from these cuts are a
minuscule minority (between 2:3% of the
population). Nevertheless, it is indeed a
significant cut in tax rates for every class
of taxpayer. For those earning between
77012 lakh a year, it is a complete tax
rebate, which was earlier applicable to
only those below ¥7 lakh. For others
earning more than %12 lakh, the
exemption limit has increased from T3 to
T4 lakh. The rest of the tax slabs have also
changed favourably along with a cut in
the marginal tax rates. S0, everyone
earning more than 7 lakh stands to gain
in taxes payable. No wonder this step, as
noted by the Finance Minister, will lead to
a fall in tax revenue to the tune of 1 lakh
crore. This is 8% of the direct income tax
collection of ¥12.57 lakh crore in the
current year.

Budgets are an exercise in botha
redistribution of income (through
differential variation in tax rates) and
affecting the level of economic activity
through its expenditure decisions.

Since the tax rebate has implications
for both, and a lot of the plans of the 2025
Budget ride on it, this piece primarily
focuses on this unprecedented fall in
income tax rates.

The logic behind the tax rebates
Despite the fall of 8% in the effective tax
rate as a result of this policy, the Budget
has estimated direct tax collection to go
up by 14%. A simple arithmetic calculation
would tell us that this requires the rise of
income to be around 24% (see Box 1).
With a projected growth of 10.1% in
nominal GDP, this means more than
double the growth in taxpayers’ income.
This may or may not happen. Let’s
discuss each of the two scenarios.

First, the optimistic scenario. In the
backdrop of higher tax exemption limits
(from 7 to T2 lakh for zero tax and 3 to
4 lakh for those earning more than 12
lakh), this would require either a
significant rise in the number of people
earning more than 212 lakh and/or a
significant rise in the income of the
current taxpayers, that is, what
economists would call higher tax
buoyancy. If it's the larter, this means
further concentration of income in the
hands of the upper classes. This may just
further the K-shaped growth that the
country has witnessed since the
pandemic. And if it’s the former, this may
reflect some upward mobility at the
upper end of the income spectrum.

‘Worst-case scenario
Now, the pessimistic scenario. If the tax
buoyancy does not quite work out, the
implication of it is going to fall on the
poor and disadvantaged of this country.
In a world where expenditure by the
government is directly linked to tax
revenue, any shortfall on the tax side will
show up on the expenditure side as well.
With the Fiscal Responsibility Budgetary
Management Act (FRBM) in place,
governments are bound by how much
they can spend over and above their tax
revenue and that deficit limit is set in the
Budget every year (see Box 2). The state
effectively loses control over how much it

PR YT & U |1 d® 82

Cutin taxes, rise in income?

‘The Union Budget for 2025-26 gave a significant cut in tax rates for every class of taxpayer. For those earning between ¥7-212 lakh a year, it is a com-

plete tax rebate, which was earlier applicable to only those below 27 lakh, For others saming more than 212 lakh, the exemption limit has increased

from ¥3to 24 lakh

Chart 1: Delivery versus promises in fiscal expenditure

(inz erore)

RE 2024 minus BE 2024 BE 2025 minus RE 2024

Box2
G-T=d-Y
G=T+d-¥
G=(+d)-¥
where,
G = total government expenditure
T = total tax revenue
¥ = Output (GDP)
d = FRBM deficit target
t = total x-GDP ratio

Chart 2: Cut in expenditure of some flagship schemes

Difference between Revised Estimate and Budget Estimate of 2024-25 (in 2 crore)

Jal Jeevan ission |
routeendiure . EEYIRETY EXTXTRN
PM Awas (Grameen)
Copitalexpenditure | EEYEEY 102,661
e = 2, P Avas (Urban)
ural development 33 76,142
PM Garib Kalyan
Urban development 18,907 [l W 33,107
swacch Bharat Mission 2841 [
Education | 15,506
PM-Poshan 2467
Agriculture -1092 [l l 30578
Rashtriya Krishi Vikas 1553
Food subsidy 7830 ] 6000 N
PM Anusuchit Jati Al B
st vass|] 10 nusuchit Jati Abhudaya 1340
PM Vanbadhu Kalyan 70|

RE: Revised Estimote; BE: Budget Estimate

Source: Authors' calculations, various budget decuments, Govemment of India

«can spend, and the fiscal policy becomes
pro-cyclical (it increases or decreases
‘with GDP) instead of countercyclical as it
is supposed to be. The idea of fiscal policy
arose in economics from the assumption
that it could be expanded in conditions of
slowdown and contracted during booms.
Adherence to FRBM does the exact
‘opposite.

This government’s track record on
strictly adhering to its deficit targets is
quite telling. In a year, when the
government was worried about a
four-year low in economic growth, it has
dared to revise its defi
from 5% as announced in the 2024 Budget
to 4.8%. No wonder this fall in deficit has
‘been managed through an almaost across
the board cut in expenditures compared
to the figures announced in Budget 2024
(Chart 1 shaws categories of expenses
‘where there has been a fall). The left
«column in the chart shows the difference
between what the Finance Minister
announced last year and what the revised
expenses actually were. As is evident,
there has been a fall of 21 lakh crore in
total expenditure. So, the government fell
way short of its 2024 promises in terms of
its commitments. The promises made
Budget 2025 (the right column of chart 1)
are a significant jump from the revised
figures of the last Budget. These promises

can only be fulfilled if revenue plans turn
out to be correct otherwise there would
have to be similar (or more) cuts in the
actual expenses made in 2025-26.

That the government is extremely
serious about managing its deficit
becomes clearer if one looks at some of
the schemes that have been associated
with the Prime Minister. Chart 2 presents
the difference between the Budget and
Revised Estimates for some of these
important schemes. It can be seen that
the cut has been across most of the
flagship schemes. So, when this
government promises fiscal
consolidation, it really means it, no
matter what the underlying economic
circumstances are. The only exception (o
this rule is perhaps the pandemic where
fiscal consolidation was paused for a brief
while.

Fiscal consolidation or contraction?
What is additionally worrying on this
count is that the Finance Minister has
announced an even lower deficit target
this Budget, down from 4.8% (RE 2024) to
4.4% (BE 2025). It's not fiscal
consolidation alone, it's fiscal contraction.
If a 4.8% couldn't deliver a turnaround in
growth, a 4.4% is less likely to. Even if you
were a fiscal hawk, now is not the time to

be one. With growth slowing down, the

economy requires exogenous stimuli
(exogenous to the current level of
activity), which propels the economy.
Such an exogenous stimulus usually
comes from exports, corporate
investment or government expenditure.
‘With the last lever gone (as expenditure
becomes pro-cyclical), the government is
effectively banking on exports and
corporate investment to bring about a
turnaround in growth. If we go by the
2025 Economic Survey, policymakers are
not very optimistic about global demand,
so it is clear they are expecting the
corporate sector to take up the slack.

If corporate investment has not picked
up despite tax cuts or aggressive capex
spending over the last four years, there
has to be the expectation that the income
tax cuts would increase consumption
demand, which would require an increase
in investment, thereby setting a virtuous
cycle of growth begetting growth. Yet
again, we are back to income tax cuts.
Does putting all your eggs in one basket
‘make sense when things are not going
your way? And yet, this is what the
government seems to have done. It’s a
ane way gamble.

Rohit Azad teaches economics at
Jawaharlal Nehru University, New Delhi.
Indranil Chowdhury teaches economics at
PGDAV college, DU
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Budgets are an exercise in both
aredistribution of income
(through differential variation
i tax rates) and affecting the
level of economic activity
through its expenditure
decisions.
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This government’s track record
on strictly adhering to its
deficit targets s quite telling. In
ayear, when the government
was worried about a four-year
low in economic growth, it has.
dared to revise its deficit target
down from 5% as announced
in the 2024 Budget to 4.8%.
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What is additionally worrying
on this count is that the
Finance Minister has
announced an even lower
deficit target this Budget, down
from 4.8% (RE 2024) to 4.4%
(BE 2025). It's not fiscal
cansolidation alone, it’s fiscal
contraction
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» TR IUYRT B IGTaT &l 27-12 TRG/IY HHM ald PRE[ 36 gUf ge & o8 U § (Ugd I8 91 37 a9 9
HH Y dTell dop AHd o, fS9 I FIaHT £70,000-3 1.1 IR &1 &=d BT

B 0312 TG I G FHM aral & oY I8 Fe T I3 T8 J TR 34 a1 R 41 T3, o guft omy Igl R
PR BT A HH 81 T T STHNT, 9 3R ol 921 1 da1a1 ¢ & fore fewioea om & gfs gt
0 HHVR sl Fawr 3R YT IS AT & 1Y, R Fe HT I& IR SUHN B! Uidied HRAT g |

» o i b T HR IS DT AMH IS 8% P & H FHH! & Flavlg, TWHR Y& DR od (314.3 ARG
IRNS) T 14% Bt g &1 IS Hdl 5, T o axararstt & dig 24% S0 gig &1 SMa=adhdl gl $9 &
WS B TRA TT 3R ST H YR FRA TUT HRGT SHTYR B AGSH T4 & 1o1T G HaRT BT FH
o fa|

» Y 37 & HAT IR &M: 37 HR Gl B AUD A& & I &1 90T FA1 5, S Adardish &1 b Jgayul
few ® Ut srfoqawyt © Heayul YfieT FUTdr g1 396 &R aig &1 HH Hh, DR IP! [axig HaATs DI
G T 31w ARRTd 311 ardTaRul &1 Seral ¢ &1 T R« 8|

e B3 IBTA HTH 8] HYaT & df Hb a1 yRumH gia?

B IORd B HH: PR IB1A B [Ahadl I B IR U H HH ghT, fSrad uRumHRa=y soic °1el 81| I8 IWHR
DI MaLSH Jarff aUT JrTfoies HrRIH H Bl B &b U 918 HR Tl 8, ORI HHOIR 3T & Heroy
TR THRIAS YT TS Tl g |

» IHIG-THSS IGHNY HIfd: A HR IoRd WBHR B I [g-THYS ISTh NG Hifd (9= & e a1 ax
Tl B, Fr 3nfifes Hict & SR faeT & MicIied &R & SoiTg Fraoii-ep oag H St 31T Tebeil 8| T8 MM
Tic! & 9T Yhdl & IUT YUR TaT! H 18T Id B bl g

»  3UEH B T BRETAIS TR B T S5 ST JAoRd H HHT B HRUTS & [0E, WHR 37 AR IR B d61
FhdT § O BRI BT YA HRAT OIRT G 7, ORI SuTe $R a1e BRerarsh W gt §¢ ST 3R Juifad
T I T 3uTe 3R 3nfdfes nifafafyy o) saenfed forar s Wb

T 98 PN FAS' § a1 'ISh g a2

» G DB IGHNT TG F TR ISHIT TP B AR HIF ot g uhd giar 31w weh A
2025-26 & foTT 4.4% %1 %4 rer dgd Auffea foran 8, St fisd ad & 4.8% 9 &1 81 78 3G &) Mianed &
& 3220 Y fIIR & Iom oG Y ) Ted B BT GH1d 1 2|

B IARS! &1 db & [P Aoel e Hel BT 3/d gU U e & YHIHRI IUTT TTed I99 R §, ifeh 3 fasry
B! I¢TaT A aTelt Ugal H 9 B Bt IRBR B &HdT o T Fd g1 IiE § 6 Rpat pl dgrar e &
fore siaRe faw ik il gfg W ARk 381 usm, ot fr 1 W T & SR TG JifT FHOR 8 W
T e 81 Tebe 2|
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R GLEERKLT Sga @t srera

e BT AT SRSt &b 4.4% dob gerar mar (oY [l gfe (AR 10.1% A st & SR
24T 4.8% D), A IS 29 b 3% HI  [FIC T ThTHS Held! I Repas! o 141 I g I
e SlCEE]

RTORG UM [SFUTE T 3R 31 3G & TIH ¥ [I=d 311 J1al (30% Wie SuRafdd) a1 e
%28.37 fefero Yo sy uifeerdl (+11%  [ufkeufdl & Ry s ufdgre ) 7, forad 21.26
YoY) |R d& RGNS Bt U BT SRGH B

T Bl [gfardt g o Urel & T Gulivd 98 [araTfie & b fide fRR &1 gan 8, fax ad
SGIhR X 11.2 ARI RIS (+17.4% YoY) 2024 F ifAld o7 URfie 3gAFI | 15% B4 3|
[ERIRILI]

GI'I?[H&TI'G':

B IfTd ISR ERBIN - THTHS ASTH NI o & Folld, TRHR B! TR AN 3R e f[awr &t s
TG & for, fodiy &0 § gt o ofik I &= § afda arasie oad &1 9910 X@d gu, eR-eR a1e &
HH! B O Y AR

» FReMe W g S1A fomT IoRa SgMT - f&fiied ¢ & WMoy § &R U &1 Holgd -1, Jfeat P
THETA ST 3R HEH T IR S FGT foHT1 Iorb g fRRRaT R H3 & T o 3iR 3= o a1dt & iR
TATRITS BRI DT FHTGHT TARAT

UPSC Mains PYQ : 2018

TY: 2018-2019 F Hg goic | SHBIfrd YoilTg a1y & (Teriloiid) iR aruiz faavor o¢ (SIS & ey & o= fpu
Y Agayut uRkadHl R fewolt #¥1
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In News : Benets Accorded to Classical Language
2024 & HIg goic H AT Ul a8t H IR HRIS B RAT Yiord HRA & T & dad AR J S Mg (ELI) U fpu
T §1 gTailids, YR ®I Sradbiad e [dm SR aqq RRd A e & o f69 ueR &1 Aieiar giod &t
MY, T IR A PHiad B DI AAAH g, IR T § Saarg uRkad=, A gfeax (Al) 3R fawmRid g gt gt
TS GRT IAT T & T |

STqaTg- it Aear

» A URGd- &1 YHTE: YR Siadrg URadd & HRUT UR Hlfadl &1 JHAT R 28T &, o 2021 H $159
faferm &1 JuM I6/T 1 2030 T, <X I JIAayg 3G & fog HT 1 fers sikiat Sier &t
S{Ta=IH T gt

B T 3R e & T ASHIR JYoi: WHR &1 T BT Jiord Bt A1y o Siaarg adiem- &I dgrdl <,
oI fop areitor & 7 $-Ra=m a1 SHoif JRe g SR BTe Ueag! ®f HH &3 & ol SN 99|

» gRd TGN Bt FHIEAT: TR-STHARA 47 SHoll Fidl, fIUY TU T TR o1l B fGdR, TRl AbRal BT o &
Tl g, aRY 9 9 Bd W IR I8! o fdo-sigrd Soil gonfed § S 98-8 § |

AR | T3IT - era=

B TIS-TII Al BT JHU: SHRied USME 3R HTCHIM &1 Ied MTscl 3R s qarsf o &= o
Tt BT GReq & o WaRT U7 Hral &1 AP BT A ¢ 6 YR T 50% TSR SATA <=1 H 81 Tl
gl

B TIHTS-TAIATIA AIBRAT: YHTT B HH B & AT, T3 A<t gor Bl RIS JSTd 3R TSl B Wi
o 1R, SR b fauT &1 sl ®I gr R & fore e ofR warea a1 &3 &1 fadR &A1

» IHIU SHG! B IRIE ST AP T SHoifaeT FRH SRt Usd! 1 f[Iuid S 3 A SRR,
fharT 3R RIcUBR! &I 3P 3R TS ToIRT & 7w B & Aeq et Jobd! 2, e uRufe &af & a1er
B Goirt &1 derar fra|

arftor garsit & fore snwian-biga e

B YT garell &t FHIfaar wids H dad! I & d1avie, I garst &l SRR W gt Rien, Hu et
3R T &b SHTTRT Bt HH Y ITON SRR BT AEAT BT TSl 7 |

» g e & Aead § AR Yo Thighd Uh-813d o1 Aufur 3iR amfior fafmfor &) sgrar 3 & urfior &=t
A arat Tepikar i gevdt € g o B B B IR S S b 2 iR enfie fRufadl # guR g gedan
gl
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B BT ASTR or: ST W el =T ol Tgdl Bl 3 Fg™ & forg fHef-ardee HFfier & tiefed
F F ST PrefRal B BT HR SR BTt IR-FRY ATIRY 1 GorT He TrHIOT garh Bt e S A
Hae fird It 81

UPSC Mains Practice Question

aﬂﬁaﬂanamﬁn% wﬁmmaﬁl Y ASAIR o JHIfaar sierarg ufad, qaniwaqeﬁ?
arftor garsit @t snepiemait B gAifaal ST THTYE HIA | HA A HY APl 82 (250 Words /15 marks)
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The U.S.s WHO exit, a chance to reshape global health

n January 20, 2025, the United States
government issued an executive order
to withdraw from membership of the
World Health Organization (WHO).
This has raised apprehensions that reduced
funding for WHO would impact the functionality
of the organisation. However, as the executive
decision by the U.S. government has already been
made, it is time to reflect on some fundamental
questions such as why a single country’s exit from
WHO is causing so much concern. How can the
U.S.s exit from WHO be converted into an
opportunity to create a stronger WHO? Why is
there a need for an increasingly greater role of
countries in Asia and Africa in global health.

Funding intricacies

To understand the impact of the U.S.’s withdrawal
on WHO funding, we need to understand WHO’s
funding system. There are two broad categories
of funding sources. In the first, the assessed
contribution (or AC) is a fixed amount each WHO
member-state must pay annually as a sort of
membership fee. This is what the U.S. President
has argued as being disproportionately high (for
the U.S.) and cited as one of the four reasons for
the U.S.'s decision regarding its withdrawal. The
assessed contributions ensure assured funding,
which WHO uses to pay the salaries of regular
staff, both technical and administrative, and
maintain day-to-day functioning. This is the
minimum resources the organisation needs to
ensure a continuity of operations.

The other funding pool is from voluntary
contributions (or VC) which comes from a range
of donor agencies and additional contributions
from WHO member-states. VCs are broadly for
projects and other time-bound activities. WHO
uses VC funds in the hiring of short-term staff and
consultants. However, the problem with VC funds
is that these are — as the name suggests —
voluntary, always time-bound, linked to specific
activities, and, thus, unpredictable.

For example, many member-states and donors
provide funds for polio elimination, patient
safety, primary health care or antimicrobial
resistance-related work. These contributions are
tight-jacketed and non-transferable to other
activities. With the U.S’s withdrawal from WHO,
the VC would also be impacted, as many
U.S.-based or U.S.-aligned donors may either
reduce, or warse, completely stop the funding to
WHO. As an example, the ongoing turmoil and
uncertain fate of USAID would additionally
impact WHO funding. Clearly, the financial
impact on WHO is likely to be far greater than the
direct share of the U.S. government funds for
WHO.

Another argument given for the U.S.s
withdrawal, which has been used frequently by
some others to criticise WHO, is that the
organisation is highly bureaucratic, acts slow and
is in need of urgent reforms. This is partially true
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health agenda

and to be fair in assessment, every global
institution needs some reforms and WHO is not
any different. In fact, there is far more to WHO’s
credit than the occasional systemic blips it has
faced. In this era of emerging and multi-sectoral
challenges such as antimicrobial resistance,
climate change, global warming and animal
health, increasing re-emergence of diseases and a
steep rise in lifestyle diseases, the world needs a
stronger WHO, more than ever.

Why institutions fail

In their book, Why Nations Fail: The Origins of
Power, Prosperity, and Poverty, Daron Acemoglu
and James A. Robinson (they were conferred the
Nobel Prize in Economics in 2024) hypothesize,
inter alia, that nations thrive upon the foundation
and the strengths of functioning and stronger
institutions.

Expanding the analogy at a global level, the
world needs stronger institutions for peace and
global health. However, in the last few decades,
the fibres of global collaboration have been
damaged. There is rising nationalism in many
countries and ‘Nation first” is becoming a
vote-catcher for many leaders. This phenomenon
of hyper-nationalism is global but relatively new,
and, thus, arguably more virulent in high-income
countries. Hyper-nationalism often undermines
global institutions.

With the U.S.'s exit from WHO, the likelihood
of key multi-country alliances such G-7, G-20 and
others stepping in to support and fund WHO are
feeble. Yet, for its tremendous body of work in
the last 75 years, it is a moral imperative for all
countries that the alternatives are explored to
protect and save global institutions. The
legitimate governments and elected political
leaders in the global south and countries such as
India, Brazil, South Africa, Thailand, Egypt and
many others need to step up to support WHO in
specific, and the United Nations in general.

There is another important consideration —
the inexcusable gap in global health priorities and
funding. The health challenges which affect the
countries in Asia and Africa are grossly
underfunded; mPox did not get global attention
till it started affecting people in high-income
countries in 2022. The vaccines and drugs against
mPox are barely available in the Democratic
Republic of the Congo and other settings where
disease is most rampant but offered liberally in
the U.S. which has a few mPox cases. This is a
reminder that high-income countries continue to
shape the policies, health agenda and command
influence in global health, inadvertently widening
health inequities. Global health has arguably
been a case of ‘He who pays the piper calls the
tune’.

The decision to recall U.S. government
personnel who have been seconded to WHO and
subsequent apprehension that such a step would
slow down ongoing programmes reflect how

global health agencies are a little too dependent
on subject experts originating from a single or
select few countries. Global health will be better
off if a pool of subject experts in various areas of
public health are available from different
countries and in the majority of the countries.
There are a few things which should be
considered immediately.

The global south must act

First, countries in the global south, especially
Asia and Africa, must team up to supplement
WHO funding gap after the U.S.s exit. BRICS
could be one such platform. Second, countries
such as India, Ethiopia, Ghana, and others in the
global south need to invest in training of experts
not just in public health but also global health
(these are different areas). For example, India
should have trained experts in conditions which
affect Africa and diseases which are not prevalent
in our country. The era of providing only financial
support to any country is behind us. It is time for
‘pooled’ technical expertise in health, as in any
other sector). Third, the countries in the global
south should set up a few premier institutions at
the country or at regional levels through
inter-country collaboration to train their experts
in global health. It is the expertise from low- and
middle-income countries which will be of help to
each other and to WHO by the secondment of
such experts. That way, global health can
improve at a much lower cost than by expertise
from high-income countries.

Fourth, we have been hearing of reforms in
WHO for a long time. One of the steps which
should be considered urgently is to trim staff and
move the headquarters to one of the regional
offices in Brazzaville (Congo), Cairo, Manila or
New Delhi. This would reduce the headquarter’s
operational costs. Though this might be a
problem in terms of air connectivity, the time and
the focus of WHO’s work needs to be on
geographies where attention is needed: Africa
and Asia. It would be a very strategic move to
scale down the headquarters and move specific
divisions to the regional offices.

1t is very likely that four years later or some
time in future, when there is a new U.S.
President, the U.S. would rejoin WHO. However,
till then, the U.S.’s withdrawal should be explored
as an opportunity for the public health
community and political leadership in the global
south to initiate country and regional level and
collaborative actions to reshape the global health
agenda, which is much under the influence and
the guidance of high-income countries. Global
health should not be at the mercy of funding or
the expertise from one or a handful of
high-income countries. It must be truly a joint
venture for the entire world, led by the global
south.

The views expressed are personal
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