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What citizenship laws do countries follow?

Why is Donald Trump trying to overturn more than a century of precedent on birthright
citizenship? How will it affect Indian immigrants? What are the two principles followed around
the world for granting citizenship? What is the law in India. and in the neighbourhood?

Priscilla Jebara;

The story so far:
n the gale of executive orders announced
after Donald Trump assumed office for a
second term, the President issued one
diluting birthright citizenship, which has
been written into the LS. Constitution since
1866. The order has been challenged in court in
more than 20 States and a federal judge has
temporarily blocked it. If implemented, it will
mean that children born to illegal immigrants —
as well as those legally in the U.S. on temporary
visas for study, work or tourism purposes — will
not be eligible for automatic U.S, citizenship, At
least one parent must now be a ULS. citizen or
legal permanent resident, the order says.

What is the history of birthright citizenship?
The 14th amendment to the U.S. Constitution,
which granted citizenship to “all persons born
or naturalized in the United States, and subject
to the jurisdiction thereol™ was enacted in 1866,
against the backdrop of the Civil War which had
just ended, and was an effort to guarantee equal
civil and legal rights to Black citizens. It was
meant to overturn the infamous U.S. Supreme
Court ruling of 1857 in Dred Scott vs Sandford,
which held that enslaved people brought to the

Massive shift: U.5. President Donald Trump issues sxecutive orders in the

“Trump’s
move will
certainly
result in
reduced
immigration,
baoth legal
and illegal

Oval Office at the White House in Washington, U.S., on January 20, REUTERS

| U.S. and their descendents could not be citizens

of the country.

The principle was challenged in the 1890s, a
time of rising anti-immigrant sentiment, when
Wong Kim Ark, born in the U.S. as the son of
Chinese nationals, went to visit relatives in China
and was denied re-entry into the U.S. on the
grounds that he was not an American citizen. In
1898, the Supreme Court upheld his citizenship,
establishing that “every citizen or subject of
another country, while domiciled here, is within
the allegiance and the protection, and
consequently subject to the jurisdiction, of the
United States”. Over a century later, Mr. Trump
is seeking to contest the court’s interpretation of
“jurisdiction”, arguing in his executive order
that the children of those “unlawfully present”,
or whose residence in the U.S. is “lawful but
temporary”, are not subject to LS. jurisdiction.
His supporters rail against the practice of birth
tourism, or anchor habies, where foreign
nationals seek to give birth in the U.S,, in the
hope that those babies will be able to help their
families migrate to the country as well.

How do citizenship laws vary elsewhere?
The U.S. follows the principle of jus soli (the
right of soil), based on geography regardless of
parental citizenship, as opposed to jus sanguinis
(the right of blood), which gives citizenship
based on the nationality of the child’s parents.
According to the CIA's World Factbook, there are
only 37 countries which currently enforce the
jus soli principle, of which 29 are in the
Americas. Of the other eight, two are in India's
neighbourhood: Nepal and Pakistan, though the
latter introduced a Bill seeking to end this,

Jus soli historically allowed colonisers to
quickly outnumber native populations as
citizens. “Countries that have traditionally built
their national character through diverse
immigrant populations have used jus solias a
way of integrating diversity into the common
stream of nationhood,” says Amitabh Mattoo,
dean of the School of International Studies at
Jawaharlal Nehru University, adding that
countries protective of their culture and identity
have generally followed the principle of jus

| sanguinis. Jus soli derives from English common

law and, until anti-migrant backlash a few
decades ago, was implemented in the UK. and
mast of its former colonies, including India.
India offered automatic citizenship to all those
born on Indian soil before 1987, Introducing the
Citizenship Bill in Parliament in 1955, then-Home
Minister Govind Ballabh Pant said, “The mere
fact of birth in India invests with it the right of
citizenship in India...we have taken a
cosmopolitan view and it is in accordance with
the spirit of the times, with the temper and
atmosphere which we wish to promote in the
civilised world.” Three decades later, sentiments
had changed, in the wake of unrest in Assam
due to increasing migration from Bangladesh as
well as the influx of refugees from Sri Lanka,
following the civil war there. “The time has
come to tighten up our citizenship laws.. We
cannot be generous at the cost of our own
peaple, at the cost of our own development,”
said P. Chidambaram, Union Minister of State for
Home Affairs, while introducing the Citizenship
(Amendment) Bill in the Lok Sabha in 1986,

Will the order affect Indian immigrants?
“America once considered itself a melting pot,
welcoming immigrants to become citizens, but
has lately abandoned that metaphor for the
salad bowl of distinct ethnicities. The rise of
identity politics as well as political Islam has led
to this desire to redefine citizenship,” says
Professor Mattoo. "It will certainly result in
reduced immigration, both legal and illegal.”

Of the 47.8 million immigrants living in the
U.S. in 2023, 2.8 million were born in India, the
second-largest group after those born in Mexico,
according to data analysed by the Pew Research
Center. About 1,45,000 people born in India are
estimated to have arrived in the U.S. in 2022,
legally and illegally. There are estimated to be
7,25,000 illegal immigrants from India living in
the U.S, Every year, more than 70% of HIB visas
— a temporary work visa that is often seen asa
pathway to permanent residency — are issued to
Indian citizens. There are more than 3,30,000
Indians in the U.S. on student visas, many of
whom hope to apply for permanent residency.
Over a million Indians, including dependents,
are also waiting for employment-based green
cards. For many of them, Mr. Trump's order
comes as a blow. Reports have emerged of
dozens of pregnant women on temporary visas
seeking to give birth prematurely before the
order comes into effect, so their children can be
born as U.S. citizens.



Mission for manuscript
conservation launched

Sreeparna Chakrabarty
NEW DELHI

The Union Budget 2025-26
announced a special mis-
sion for the survey, docu-
mentation, and conserva-
tion of India’s manuscript
heritage, launched as the
‘Gyan Bharatam Mission’.
This initiative aims to cover

more than one crore
manuscripts.
The ‘Gyan Bharatam

Mission” will focus on the
“survey, documentation
and conservation” of In-
dia’s manuscript heritage
held by academic institu-
tions, museums, libraries,
and private collectors, Un-
ion Finance Minister Nir-
mala Sitharaman said in
her Budget speech.

Sharp hike

To support this initiative,
the Budget allocation for
the National Mission for
Manuscripts (NMM) has
been increased from %3.5
crore to I60 crore. The
NMM aims to identify and
document  manuscripts
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An ancient manuscript being placed under the scanner to be
digitised at a research centre in West Bengal. DEBASISH BHADURI

and make them accessible
across the country.

The Hindu had reported
last October that the Union
Ministry  of  Culture
planned to “revive and re-
launch” the NMM and was
mulling forming an auto-
nomous body to help pre-
serve ancient texts in In-
dia. Currently, National
Mission for Manuscripts is
a part of the Indira Gandhi
National Centre for Arts.
Established in 2003, it had
not taken off as
anticipated.

Welcoming the move,
Union Culture Minister Ga-

jendra Singh Shekhawat
said that the new mission
“announced by Finance
Minister Nirmala Sithara-
man will enable Bharat to
preserve and protect the
invaluable wisdom and
knowledge held by these
manuscripts found across
the country”.

The overall allocation
for the Culture Ministry
has been increased by ap-
proximately 100 crore
with a total outlay of
33,360.96 crore as against
the revised estimate of
33,260.93 crore in the cur-
rent fiscal.



Reviving demand for industrial growth

The Budget attempts to revive growth by stimulating aggregate demand in the economy, with a crucial role assigned to the industrial sector
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There are three aspects w note
about the industrial sector. First,

quent lluclwmons with sectoral

and spatial growth differences of-

ten dampening employment crea-

tion and GDP growth. Second, des-

pite numerous incentives, export
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tion in lowering the fiscal deficit.
‘There are two implications of thiy,
First, there exists a ity of
pegging the fiscal deficit to below
4% in the medium term; and se-
cond, there is no room for con-

growth, compets-
tiveness, and research and deve-
lopment activity. Third, private in-
vestments are not keeping pace
with governments efforts to en
courage them through incentives
and concessions.
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slons for individuals. Comple-
menting this is the focus on social
welfare and devel through

and export promotion. The focus
on of el
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toys, and footwear is important, as
these are one of the biggest export
baskets of China to the US. With
the U.S. imposing more tariffs on
China, It is pmdznl to focus on
domestic

, the empha-
sis on might not deliver in
an era global ancertainties and

portled growth” needs re-exami-
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and a

c:pun promotion mission 0 be

driven jointly by the Ministries of
Commerce, MSME, and Finance;
the BharatTradeNet a digital pu-
biic infrastructure; a national fra-
mework to be formulated as gui

dustry, a new template needs to be
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dance to States for
Global Capability Centres in
Tier 2 citles; and ware-

cerns on liquidity in lheﬁmnchl growth
system as an "Two broad sets of can be
programme would have cased | decipbered to boost ind 1] Fuﬂhef.mmupu\-
disturbances in the market. growth: (a) 1y de mea- have
Given this fiscal path, the gross | sures to tackle su ! across
ings would be 4.8 trillion | and bolster demand and (b) sec Iocmmunlm pblbtpnv
against T4 trillion in FY25. As the | torspecific policies to enhance | ate partnership along with
liuidity Is under pressure cur- | output and exports. In the first set, | States. There is also an emphasts
ml)ylhighﬁle\ of borrowing | there has been a continued focus | on investment in urban infrastruc:
could have caused disruptions in | on capital expenditure (capex), | ture with funding supported by s
the market |my invest: | which is targeted to be 1.2 fakh | suance of bonds,

ments. Given this macro fiscal
stance, the Budget attempes 1o re
gate demand in the economy, with
a crucial role assigned to the in

crore, higher than the revised
mumbers for FY25. The focus re-
mains on roads, railways, and de-
fence, which is expected o gener-
ate  multiplier effects in  the

In terms of stimulating de

programmes such as PM KISAN,

MGNREGA, and PM Awas Yojana.

A combination of tax relief and
provisioning

generate higher demand and fuel
Iindustrial growth.
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tructure. For MSMEs, lhe Imn
limit under the Modified Interest
Subwention Scheme will be in-
creased from 3 lakh to ¥5 lakh,
Further, a new scheme will be
launched for five lakh women en-
roen heduled

mand, the has ar- d

tempted to tackle for the sector, the
changes in income tax | emphasis has been on three areas:

rates and has given major conces- | employment and skills, MSMEs,

Castes and Scheduled Tribes.
Two aspects of the strategy to
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sector. However, this throws open
two challenges: for the govern.
ment 1o imy promises and
for corporates to utilise the space
left by the govermment getting ou.
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es, recalibrating the nudges pro-
vided through incentives. This re-

larger role by stepping up Invest.
ments, for which the s
been waiting,
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Agriculture is fiscally neglected in the Budget

Schemes and programmes are starved of resources, and the real issues that confront the farmers and the sector remain sidelined

Budget is the response |

of a government to the
challenges in the econo-

my. The effort in the
Economic Survey 202425 was to
spin a positive narrative on the
state of Indlan agriculture. It
that Indian agriculture re-
mained remarkably resilient ow-
ing 1o 4 rise in productivity, an ex-
pansion of crop

10 clakm a rise in farmers’ income,
data show the opposite - there is
either a stagnation or fall in Garm-
ers’ real incomes in recent years.
The “resiience™ of Indian agri-
culture, 4 1a the Economic Survey,
wias ot

and an Increase in farmers’ in-
come. Mthhmm\-euher
suspect or highly

vid years. At the same time, the
more deep-seated problems, as

To begin with, there is no signif:
productivi

numbers shows that growth rates
of yield between 2014-15 and 2022-
23 were marginaily lower in food

crops

200314, Second, there is no major
evidence of crop diversification in
India, other than marginal shifts in
a few States in favour of pulses. If
at all diversification is real, It took
place outside the crop sector in
the spheres of livestock and fisher-
les. But the share of households in-
volved in the livestock and fisher-
jes sectors Is dwarfed by the
corresponding share of house:
holds in the crop sector. Third,

while the government continues |

by low
slow growth of prices, shrinkage of
profitability, falling real incomes
and rural real wages, have contl-
nued to create conditions that mil
itate against any growth stimulus
emerging from agriculture.

allocations
From the commentaries prior to
the Budget, one expected that the
vernmment would reverse its past
of agriculture, which
was In large part seen as a penal
action for the farmers’ agitations
The rude shock that
the rural electorate delivered to
the BJP in June 2024 was also cited
as & motivation for course correc:
tion. But the Budget belies llx-se

optimistic expectations. The

neﬂeudwnﬂtmemm

A farmer with his beetroot crop on the outskirts of Amntsar, Pungab s

Let us begin with agricultural |

research, which must be the
centre of investment for efforts to
ralse crop the de
velopment of climate resilience.
The overall increase in spending
on agricultural research and edu-

catlon between 2023-24 and 2025
26 18 just 121 crore, Cumpur this
with the National
Misslon on Natural Farming, for
which allocation was 830 crore in
202324 but Is 1616 crore for 2025
26. This is not Just a reflection of
Inverted

If we consider crop husbandry,
which is an wnbwlla category for
expenditures on schemes and in-
stitutions in agriculture, the allo-
cation has fallen by 25,195 crore
between 2023-24 and 202526,
There has also been a drastic re-
duction in allocation by 13,622
crore for the Pradhan Mantri Fasal
Bima Yojuna, from which many
States have withdrawn due to de-
sign failures, between 2024-25 and
2025-26. The allocations for most
other central sector schemes are
also elther stagnant o have fallen.

Much was said in the Budget

l.hueavmlry The allocation for
the Cotton Technology Mission is
500 crore, the Mission for Pulses

and the National Mission on Hy-
brid Seeds s 200 crore. A new
Makhana Board, with an alloca
tion of 200 crore, has been an
nounced foe Bihar, But the already
existing commodity boards are
cash strapped. For example, bet-
ween 202425 and 202526, alloca
tion for the Coffee Board has e

240 crore, and allocation for the
Spices Board has risen by just 24
crore. Allocation for the Coconut
Development Board has been cut
from T39 crore in 202324 to 1§
crore in 200526,

Fiscally ignored sectors

Desplte the claims in the Econom-
i Survey on diversification into liv
estock and fisheries, these sectors
also remain fiscally ignored. The
total expenditure on  fisheries
would rise by just 87 crore bet
ween 202425 and 202526, Bet-
ween 2004-25 and 2025-26, the ex-
penditure on animal hushandry ks

set to fall by 3407 crore while that
on dairy is set to rise by just 3321
crore. Considered together, the ov-
erall expenditure on all budget
items in animal husbandry and
dairy are to rise by a paltry 319
crore between 2024-25 and 2025
26, The Budget portrays these sec-
tors as growth engines, but fiscally
squeezes them,

A new scheme called Prime Mi-
nister Dhan-Dhaanya Krishi Yogr
i s been announced, This
o target 100 districts with Tow
productivity, moderate crop inten
sity, and below-average credit pa-
rameters - much In the model of
the Aspirational Districts Pro-
gramme. But agriculture ks a State
subject. While the Budget speech
mentioned  “partnership  with
States™ in the description of this
Yojarsa, it remains to be seen if its
governance would be designed to
be centralised, of a one-size-fits-all
variety, and one that ends up fis-
cally burdening the States.

While the Budget speech men-

confront the farmers and the sec-
tor remain sidelined.



The social sector is again the target of spending cuts

Budgets for most of the schemes and departments. such as education. health, soctal seeurity pensions, and mid-day meabs, are either stagnant or have increased only nominally

he Budget speech men-

tions six principles of |

“Viksit Bharat': zero-po-

verty, quality educa:

tion, comprehensive healtheare,
nclu-

Jocated for the mission for pubes.
The for food subsidy is

demand-
side measures to increase the dis-
pasable incomes of the poor, low-
er classes, and the middle class.

also more or Jess the same as last
year (€2 lakh crore) indicating that
there Is no hope of pulses and oils
being Included in the public distri-
bution system, This could have of-
fered stable and affordable prices
for consumers, allowing them to
spend their incomes on other
items, Even the budget for
MGNREGS remains stagnant at
6,000 crore despite demands
from workers' unions and akso the

| for the PM h

Students eat their mid-ay meal at 2 school in Visakhagatnam. « s

five years. Even if the tangets are
achieved, these internships only
pay 15,000 per month and there is

While agriculture s identified as
an engine of growth, there is hard-

Department

Farmers' Welfare ~ from 8122 lakh
crove in 2024-25 (BE) to 21,27 lakh
crote in 202526 (BE). In fact, the
current year's allocation ks even

Jess than the RE for 202425 (0131 |

Scheme in 202425 was 2,000
crore, but reduced to 80 crore
(RE). However, this year’s alloca-
tion is si antly higher at
10,780 crore, which would be suf-
ficient to cover about 18 lakh peo-
ple. The number of registrations
50 far is only 1,25,000, The aim is
10 provide one crore internships in

sue that gets mention In “lnvest-
mﬂ\llslnvdmgmpeopkmd

221,960 crore 202526 (BE), The
actual expenditure for 202324,
WO Years ago, was dmﬂy ) BK)
crore. These cost norms have
bemupduulmmlsandj\nl
Indexing them to inflation would
require higher bucdgets. If the hon-
it of kers

public-private partnership mode.
This has been tried, but does not
seem to have contributed to either
recovery in demand or in employ-
ment generation.,

Reviving demand

While there is excitement over the
tax-related announcements for the
middle class, It is important to re-
member that 4 very small propor-
tion of Indians pay personal In-

nuunmlwautsm«lhelalde
cade und the recent concerns re-
lated to wrban consumption

hange
in the labour market where em-
ployment in agriculture is rising, it
Is chear that much larger amounts
of resources need to be pumped
into rural areas and towards the
lower income classes, There is no
point b 1 that priv-

nue, which clearly the Indumy s

lchumsh:mll

ments (education, health, social
security pensions, mid day meals)
are either stagnant or have in-
creased nominally. The overall
Budget figures are also telling:
while what the cconomic situation
asks for is an expansionary Bud-
get, we see fiscal deficit
being lower at 4.4% for 202526
from 4.8% for 202425 even after
taking into account the estimated
revenue forgone of 21 lakh crore
because of the income tax re-
forms. The total expenditure as a

within this,
lhauucuammitur:siksh
am Anganwadi and Poshan 2.0
“will be enhanced appropriately’.
Yet, there is hardly any increase
for the Saksham Anganwadi -
rmmmomnm4zm:n

The mmumhlheecnmmy
part focusses mostly on infrastruc:
mpﬁmxuﬁhmmﬁuﬂsm

Investment will only come when
there are prospects of added reve-

of GDP has also gone
down from M.6% in 202425
14.2% in 2025:26 with the share of

these cuts s the social sector.



Viksit Bharat and the Budget’s play with numbers

he background to Budgert 202526, as
presented even by the official
Economic Survey 2024-25, has posed a
challenge to the Narendra Modi
government that is settling into its third term.
Growth is decelerating because of dampened
consumption demand and slowing public capital
expenditure, and private investment has not been
making up for the slack. Meanwhile, global
growth and policy trends, pre- and post-Trump,
make it clear that external trade is not likely to be
of much help. Any effort to reverse the slump in
growth and ensure that the Viksit Bharat 2047
slogan, or ‘the ambition to take India to
developed country status’, is not all hype,
a revival of d ic d d

q

Points to income disparity

‘The principal source of the problem seems to be
the inadequate growth in mass consumption
demand domestically, following the weakening of
an unsustainable spell of credit-fuelled
expansion. In a rather candid section on earnings
trends, the Economic Survey notes that
underlying subdued demand is a trend of rising
income disparity. Stable growth, the Survey
concludes, requires a fair distribution of income
between capital and labour. But in a
business-friendly new India, corporate
profitability rose to a 15-year peak in 2023-24,
‘with the biggest firms being disproportionate
beneficiaries, while employment growth in the
corporate sector was tepid and wage growth
moderate.

The dampening of consumption demand
driven by these trends was not neutralised by
proactive government spending in the form of
increased capital expenditure. In nominal terms,
even the expansively defined “effective capital
expenditure” through the central Budget (which
includes grants in aid to the States for creation of
capital assets) rose by 5%, which implies a fall in
real terms. Budget 2024-25 had projected
effective capital expenditure to rise from Ti2.5
lakh crore to ¥15 lakh crore, or by 20%. So,
relative to plans, the revised figure reflects a
sharp fall, This transpired despite the Centre's
access o exceptional receipts such as revenues
from cesses that are not shared with the States,
receipts from sale of spectrum, special dividends

is a former Professar
of Economics,
Jawaharlal Nehru
University

Implicit in the
Budget is the
hope that tax
concessions will
result in
spending and
also reviving
GDP growth,
and
‘incentivising'
the corporate
sector will
revive private
investment

from casherich public enterprises, and transfers
of large “surpluses” from the Reserve Bank of
India to the government. In practice, deficient
revenues from taxes and fiscal conservatism kept
government spending down and impacted capital
expenditures adversely,

Depressed demand has meant that better
profitability notwithstanding, private investment
oo has been deficient, aggravating the growth
deceleration. The principal ask of the Finance
Minister, therefore, was to lift the level of
government expenditure relative to GDP, with a
focus on a hike in the capital expenditures of the
central government, and measures to boost
employment and lower- and middle-income
earnings in the medium term.

The vote bank has been kept in mind

Raising expenditures requires mobilising
additional resources. That, however, does not
seem to be the emphasis in the Budget. Reticent
to tax friendly corporates and bent on
consolidating a middle-class vote bank mobilised
by using a majoritarian agenda, tax forbearance
and concessions seem to be the current objective
of fiscal policy. Part B of the Budget speech
2025-26 reserved its punch for the end, providing
significant direct tax benefits for the
middle-income eamners. The tax-free income level
has risen from 37 lakh to $12.75 lakh and revised
rates in different tax slabs give substantial
benefits to those required to pay income taxes. A
consequence, according to the Minister, is a loss
of potential direct tax revenues of around ¥l lakh
crore,

In addition, as part of the commitment to keep
the central government's borrowing relative to
GDP constant, the Finance Minister has promised
to reduce the fiscal deficit from 4.8% of GDP in
2024-25 0 4.4% in 2025-26. As a result of the
sacrifice of revenues and the self-imposed
restraint on the borrowing, the Budget for
2025-26 projects an increase in total nominal
expenditure of just 7%.

However, the Budget promises to hike capital
expenditure by 17% relative to revised estimates
for 2024-25. That arithmetic works because of a
willingness to record curtailed spending on social
welfare. The food subsidy bill for an enhanced
safety net under the National Food Security Act,

having fallen from ¥27.3 lakh crore in 2022-23 to
119.7 lakh crore in 2024-25, is projected at just
120.3 lakh crore in 202526, Similarly, the outlay
for the National Rural Employment Guarantee
Scheme, having fallen from ¥90.8 thousand crore
in 202223 o 86 thousand crore in 2024-25, is
expected to stay at the same level. These are in
any ease not final figures and are likely to be even
lower.,

Despite the play with numbers, the
government is clearly not convinced that all its
claims will materialise. So, there are two bets
implicit in the Budget. The first is thart the tax
concessions to the middle class will unleash a
spending spree that would revive consumption
demand and GDP growth. The other is that, even
though booming corporate profits and stagnant
worker earnings are, according to the Economic
Survey, bad for demand, “incentivising” the
corporate sector will help revive private
investment.

S0, domestically, the emphasis is on regulatory
reform for the non-financial sector that will
improve the “ease of doing business”. This
contradictory position involving the recognition
that income disparity (driven by freedom for
business) dampens demnand and limits private
investment, on the one hand, and the belief that
freedom to corporates used to garnering larger
profits even while capacity is underutilised would
spur investment, on the other, was stark in the
Economic Survey. It appears in the Budget as
well.

The ‘foreign angle®

Similar incentives are being extended to foreign
investors as well, The ceiling on foreign
ownership in the insurance sector has been hiked
to 100% from 74%, despite the evidence that such
firms can be ruthless with clients when pursuing
profits. The government has also promised to
dilute India’s "model” bilateral investment treaty
template and make it more investor friendly.
Investment treaties are the means by which firms
and sovereigns in less developed countries are
held to ransom by transnational conglomerates.
Giving them the freedom to do that in a grim
world economic environment on the grounds
that it can help deliver Viksit Bharat is not just an

| illusion, but a dangerous one.



A Union Budget that ticks most of the boxes

presented in the backdrop of a

challenging domestic and global
macroeconomic environment. The state of the
economy appears to be in a cyclical slowdown led
by weakening urban consumption, lacklustre job
growth and an investment cycle by the private
sector that is yet to turn broad-based, Further,
the global geopolitical and geoeconomic
environment has become extremely uncertain,
with serious risks of disruption to global trade.

Nevertheless, India's macroeconomic strength

remains uncompromised. GVA growth is
expected to bounce-back in H2 FY23, core
inflation appears to be benign, and the current
account deficit has been lower than its long-term
trend with structural support from a rising and
buoyant services export, Last, but not least,
India, unlike many other countries especially in
Europe and Latin America, enjoys political and
economic stability.

T he Union Budget for FY26 has been

Promises have been kept

Against this somewhat half-glass full /halfglass
empty macroeconomic backdrop, the Finance
Minister rightly chose to retain a focus on
macroeconomic stability with a display of
prudent fiscal management.

At the outset, the Finance Minister not only
sprung a positive surprise by revising the current
year's fiscal deficit target lower by 10 bps to 4.8%
of GDP, but also delivered on her promise of
incremental consolidation and lowered the fiscal
deficit target further by 40 bps to 4.4% of GDP in
FY26. We note that, FY20 (which was partially
impacted by the COVID-19 pandemic) had seen a
higher fiscal deficit of 4.6% of GDP, Hence, it can
now be inferred that a bulk of the post-pandemic
fiscal stimulus has now been unwound, This will
help India in preserving fiscal policy space, curb
longer term inflationary pressures and take one
step further towards a potential upgrade to its
sovereign rating. International investors would
welcome this tremendously at a time when fiscal
policy could come under pressures in many

Vivek Kumar
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The Finance
Minister has
rightly chosen
L0 retain a focus
on
MACTOCCOnoOmic
stability with a
display of
prudent fiscal
management

countries, including the United States.

One distinguishing feature of recent fiscal
compression has been the tight leash on revenue
deficit, which in FY25 and FY26 is 1and

government disbursed ¥1.72 trillion in capex in
December 2024, the highest monthly disbursal
ever, For FY26, the capex budget has been

i d at 3.1% of GDP, giving a sense of

projected at 1.9% and 1.5% ol GDP, respectively —
both lower than the pre-COVID level of 24% seen
in FY19. While a structural improvement in
revenue receipts has helped in this journey,
reduction in revenue deficit in FY26 is going to be
achieved by the curbing of discretionary revenue
expenditure — revenue spending, excluding
interest, salary, pension, and subsidies, is
budgeted to grow by just 3.2% in FY26, lower
than the expected rate of inflation.

This appears to be a balancing act since the
focal point of consumption stimulus in the FY26
Union Budget is the reduction in the personal
income tax burden, which as per the Budget
estimates would amount to ¥ trillion of potential
revenue forgone. We believe the actual support to
consumption (predominantly urban) would be
more than the accounting loss on account of the
multiplier impact.

Focus on personal tax and implications

In fact when seen through the lens of optimism,
the reduction in personal income-tax burden
when juxtaposed with the upping of tax claim
benefits for individuals for self-occupied houses
(from one earlier to two from FY26 onwards)
could trigger a much larger growth multiplier by
channelling household savings to the real estate
sector, which in turn is known to have a rich
backward and forward linkage with the rest of the
ECONOMY.

While there was some disappointment among
market watchers with respect to the perceived
cut in capex allocation, we are not perturbed.
The capex allocation for FY25 was revised lower
from 3.4% of GDP to 3.1%. However, the entire cut
got front loaded due to the administrative
exercise of the general election 2024 and
government formation thereafter. We can now
say that the lacklustre momentum in capex
disbursals is behind us — notably, the central

continuity.

Notably, the capex-to-revex ratio, one of the
key markers to judge quality of fiscal spending, is
budgeted to increase to 28.4%, the highest in over
two decades.

From an industry perspective, enhancement of
classification thresholds for micro, small and
medium enterprises, creation of national
manufacturing and export promotion missions,
establishing an investment friendliness index for
States, and a focus on labour intensive sectors
such as agriculture, leather, toys, and tourism
and hospitality etc. would provide a fillip to
sentiment.

The Economic Survey’s influence
Further, a holistic feature of FY26 Budget lies
beyond the numbers it projects. Intangible gains
could be reaped, which if implemented and
executed well, would boost productivity levels in
the economy in the longer run. A focus on next
generation ease of doing business measures, a
simplification of the tax architecture (including
various decriminalisation measures), and
migration towards a light-touch regulatory
framework in the non-financial sector are some of
the steps that appear to have been imbibed from
the Economic Survey,

While the Union Budget ticks most of the
boxes, the long-term fiscal policy
remains less articulated. The central government
is expected to switch to a debt targeting
framework from FY27. As per the Budget
documents, the endeavour would be to keep
fiscal deficit in each year from FY27 such that the
central government debt is on a declining path
towards 499%-51% of GDP range by FY31 versus
56.1% projected for FY26. While this approach
would impart operational flexibility in the
conduct of fiscal policy, it could also infuse some
volatility in market reaction function.



Jal Jeevan Mission extended till 2028 with ‘enhanced outlay’

Jacob Koshy
NEW DELHI

Indicative of the challenges
in executing the ambitious
Jal Jeevan Mission, Prime
Minister Narendra Modi’s
ambitious promise to pro-
vide potable tap water to
all rural households by
2024, Union Finance Mi-
nister Nirmala Sitharaman,
in her Budget speech on
Saturday, said the scheme
would now be completed
by 2028.

Announcing an  “en-
hanced outlay” without
specifying an amount, she

Water woes: The Centre provisioned 270,000 crore for this fiscal,
but, as of February, expects to spend only 322,694 crore. FILE PHOTO

underlined that the mis-
sion’s focus would be on
the quality of infrastruc-
ture, operation, and man-

agement of rural piped wa-
ter  supply  schemes
through people’s participa-
tion. So far, 80% of rural

households have a piped
water connection, up from
the 15% in 2019.

To this end, the govern-
ment has spent
.6 lakh crore
since 2019.

A perusal of the
Budget documents
shows that the no-
dal Jal Shakti Minis-
try expects to
spend ¥67,000 crore in
2025-26. This is a little less
than the 369,992 crore it
actually spent in 2023-24.
In 202425, the Ministry
provisioned to spend
170,000 crore, but, as of

February, expects to spend
only 222,694 crore.

A source privy to the
workings of the mission,

requesting  ano-
nymity, told The
Hindu that the
scheme first target-
ed the “low hang-
ing fruit” of ensur-
ing water supply to
places that had
most of the infrastructure
in place but no last-mile
connectivity.

This approach pushed
coverage up to 50%. Fol-
lowing this, increasing cov-
erage of households be-

came tougher, the source
said.

Another challenge
emerged during the pan-
demic and the Russian-Uk-
raine war, raising the pric-
es of equipment.

“When the scheme was
envisioned, the outlay was
nearly 7 lakh crore, with
half to be borne by States.
Now we require nearly ¥4
lakh crore to complete the
scheme,” the source said.

This means the Jal Shak-
ti Ministry requires nearly
as much as it used from
2019 to 2024 to complete
the remaining 20%.



Centre banks on asset monetisation

Finance Minister says assets worth 10 lakh crore to be monetised for infrastructure growth; Ministry plans to bring in capital expenditure
through PPP mode; sovereign wealth funds and pension funds given an extension of five years to make an investment in infrastructure

kami
MUMBAI

nT.

nion Finance Minis-

ter Nirmala Sithara-

man said on Satur-
day that 0 lakh crore
worth of assets will be mo-
netised in the next five
years as a second instal-
ment of the National Mone-
tisation Plan,

“Regulatory and fscal
measures will be fine-
tuned to support the plan,”
the Finance Minister said
in her Budget speech in
which she made other an-
nouncements to improve
infrastructure  develop-
ment.

Asset monetisation in-
volves using existing public
assets to encourage private
investment. The related
departments that own

Secking Investment: Asset monetisation invalves using exlsting
lebIlC as55ets to encourage private investment. ISTOCKRHOTO

these often “idle” assets
can transfer them to priv-
ate investors for a limited
period of time and a con-
cession can be granted to

the private entities that
want to utilise these assets.

The first proposal was
made in 2021 and the tar-
get up to 2025 was 36 lakh

crore. In addition to asset
monetisation, the Finance
Minister mentioned plans
to bring in capital expendi-
ture through the Public-
Private Partnership (PPP),
a method which had
slowed down for a
while.

The Finance Mi-
nistry  suggested

related to infras-
tructure  prepare
project pipeline for the
next three vears. This is ex-
pected to shake up the
slowing investments in the
PPP route. States will also
be expected to prepare
proposals  for projects
funded by loans from [ndia
Infrastructure Project De-
velopment Fund.
Moreover, Ms. Sithara-
man promised to provide

certainty regarding taxa-
tion of Alternate Invest-
ment Funds investing in in-
frastructure.
Sovereign wealth funds
and pension funds have al-
so been given an ex-
tension of five more
vears to make an in-
vestment in infras-
tructure.

that all Ministries = g “Although  the

government's capi-

tal expenditure allo-
cation has increased mod-
erately, the emphasis is
likely to shift towards effec-
tive implementation
through the Public-Private
Partnership model. This is
evident from initiatives
aimed at creating a three-
vear pipeline of projects,
annual monetisation plan,
access to PM Gati Shakti
Data ensuring a steady

stream of investments and
timely execution,” said
Vishal Kotecha, director
and head, infrastructure
group, India Ratings & Re-
search.

While some stakeholders
are positive about the an-
nouncements to improve
investment, experts, ho-
wever, say that the poten-
tial of the announcements
o yield results is too
optimistic.

“This [increase in priv-
ate investment| would re-
quire some kind of crowd-
ing in for private
investment, which unfor-
tunately has not  hap-
pened, despite the capex,”
said Rohit Azad, an econo-
mist who teaches at Jawa-
harlal Nehru University.



In a big boost, PMJAY
to now provide health
cover for gig workers

Centre will arrange for their identity cards and registration on e-Shram

portal; it is unclear whether benefits will be extended to family members

Bindu Shajan Perappadan
NEW DELHI

nion Finance Minis-
U ter Nirmala Sithara-

man on Saturday
announced that gig work-
ers would be provided
healthcare under the Prad-
han Mantri Jan Arogya Yo-
jana (PMJAY).

This ensures that nearly
one crore workers would
get healthcare at designat-
ed medical care facilities
across India. Gig workers
enter into formal agree-
ments with on-demand
companies to provide ser-
vices to the latter’s clients.
Brands such as Zomato,
Swiggy, Amazon, and Flip-
kart employ them.

“Gig workers provide
great dynamism to the
new-age services economnty.
Recognising their contri-
bution, our government
will arrange for their iden-
tity cards and registration
on the e-Shram portal,” the
Minister said in her Budget
speech. Workers can avail

gig workers show commitment to the dignity of labour. pTi

themselves of healthcare
under the scheme based
on their registration and
universal account number.
Prime Minister Narendra
Modi said his government’s
welfare initiatives
for gig workers un-
derscored its com-
mitment to the dig-
nity of labour.

At present, there
is no clarity on
whether families of gig
workers would be covered
under the scheme. Dinker
Vashisht, vice-president,
corporate affairs at Swiggy,
called the move encourag-

ing. “Swiggy and several
other platforms have been
providing health and other
forms of insurance to our
delivery partners. We will
await further details to un-
derstand how insu-
rance can continue
to be best provid-
ed,” he said in a
statement.
Trade union
Bharatiya Mazdoor
Sangh said registration on
the e-Shram portal would
ensure recognition for gig
workers and aid their in-
clusion in the social securi-
ty framework.



X6.81 1akh crore set aside for defence

Of the total allocation, Z1.8 lakh crore has been earmarked for capital expenditure and modernisation of armed forces, a meagre 4.65%

increase from the previous Budget Estimate; allocation for the Indian Coast Guard and the Border Roads Organisation has increased

NEW DELHI

he capital alloca-
tion for the De-
fence Ministry saw
a4 meagre 4.65% increase to
2.8 lakh crore from the
previous estimates, which
is important considering
inflation and currency fluc-
tuations, as the armed
forces are likely to return
2,500 crore from the
Budget Estimate to the Re-
vised Estimate of 2024-25.
The total allocation to
the Defence Ministry for
2025-26 stood at T6,81,210
crore, which represents a
vear-on-year increase of
9.53% and constitutes
13.45% of the Budget, the
highest among the Minis-

tries.
Of the ¥6,81,210.27-crore

Major boost: A glimpse of the 49th Raising Day celebrations of the
Indian Coast Guard in Chennai on January 15. P

allocation for the next fis-
cal, revenue allocation was
13,11,732.30 crore, capital
was 1.8 lakh crore, de-
fence pensions stood at
216 lakh crore, and civil,
¥28,682.97 crore, “Of the
1.8 lakh Crore,
11,48,72280 crore Is
planned to be spent on
capital acquisition, termed

as modernisation budget
of the Armed Forces and
remaining ¥31,277.20 crore
is for capital expenditure
on Research & Develop-
ment and creation of in-
frastructural assets across
the country,” the Defence
Ministry said. Of the total
capital allocation, 2L.12
lakh crore is earmarked for

procurement from domes-
tic industries. The money
to be returned by service
highlights the long drawn
and often protracted de-
lays in the defence pro-
curement process,

Hike for Coast Guard
The allocation for
the Indian Coast
Guard (ICG) saw a
significant  jump
vear-on-year; 26.5%
overall and an even
higher 43% in the
capital budget. “This
increase is primarily in line
with the focus of the go-
vernment on capability de-
velopment of ICG and
equipping them with mod-
ern equipment. The ICG
not only strengthens coas-
tal security, but also pro-
vides assistance to neigh-

o

bouring countries and
commercial ships during
emergency,” the Ministry
said. Specifically on the
steep hike in capital budget
from 3,500 crore vear-on-
year to 5,000 crore, the
Ministry said it will provide
adequate financial space
for acquisition of
Advanced  Light
Helicopters, Dor-
nier aircraft, fast
patrol vessels,
training ships, and
interceptor boats.

Defence pensions
got a 13.87% hike year-on-
year going to .6 lakh
core, which the Ministry
said will take care of “infla-
tionary trends and provide
comfort to the Ex-Service-
men and their dependents
for maintaining a better
lifestyle”.

The Border Roads Or-
ganisation (BRO) got T7,146
crore under the capital
head, 9.74% higher than
the Budget Estimate of
2024-25, The financial pro-
vision made for the FY
2025-26 for BRO will not
only promote strategic in-
terests of the nation in bor-
der areas by constructing
tunnels, bridges and roads
such as LGG-Damteng-
Yangtse in Arunachal Pra-
desh, Asha-Cheema-Anita
in J&K, but will also boost
socio-economic  develop-
ment, the Ministry said.
“The BRO has created em-
ployment opportunities by
employing 70,000 local
youths and has contribut-
ed to the local economies
fostering  long-term em-
ployability and skill deve-
lopment,” it added.



Allocations for key agriculture schemes dip

Agriculture sector gets 1.27.290.16 crore; allocation for crop insurance scheme down by 3362173 crore from last revised estimates; cut in funds for
fertilizers may hit subsidy: subsidised loan limit under Kisan Credit Card scheme that facilitates short-term loans for farmers increased to 5 lakh

The Hindu Bureau

NEW DELHI

alling the agricul-
C ture sector the first
engine of growth,
Union Finance Minister
Nirmala Sitharaman on Sa-
turday announced
schemes such as the Prime
Minister  Dhan-Dhaanya
Krishi Yojana-a scheme
that is likely to benefit 1.7
crore farmers in 100 dis-
tricts with low crop pro-
duction—for the sector in
the Budget on Saturday.
Union Agriculture Mi-
nister Shivraj Singh Chou-
han said the Budget will
help in all-round develop-
ment of the sector. Farm-
ers’ organisations, howev-
er, are unhappy with the
budget announcements
and said it will lead to

further rise in the input
costs involved in farming.

The allocation to the De-
partment of Agriculture
and Farmers Welfare has
come down by 23,905.05
crore from the revised esti-
mate of 2024-25. The allo-
cation for the next finan-
cial year is %1,27,290.16
crore. In the revised esti-
mates of 2024-25, the allo-
cation for the Ministry was
1,31,195.21 crore.

For Pradhan Mantri Fa-
sal Bima Yojana crop insu-
rance scheme, the alloca-
tion this time has dropped
by ¥3,621.73 crore. It has
got 12,242.27 crore this
time against ¥15,864 crore
of the last revised esti-
mates.

The allocations for the
Fertilizers  Department
have  been cut by

Farmers harvest spinach from a field in Delhi on Saturday, AFp

126,500.85 crore. From
the last financial year's re-
vised estimates of
%1,83,003.29 crore, it has
come down to 21,56,502.44
crore. This is likely to im-
pact fertilizer subsidy.

It has also been an-
nounced that loan limit un-

der the Modified Interest
Subvention Scheme will be
enhanced from ¥3 lakh to
%5 lakh for loans taken
through Kisan Credit Cards
that facilitate short-term
loans for 7.7 crore farmers,
fishermen, and dairy farm-
ers.

The Minister also an-
nounced the launch of a
six-year-long mission for
“Aatmanirbharta (self re-
liance) in Pulses” with a
special focus on tur,
urad and masoor va-
rieties of pulses.

The Minister has
allocated 100 crore
to establish a Makha- [
na Board in Bihar to
improve production, pro-
cessing, value addition,
and marketing of makhana
(fox seeds).

Boost for fisheries
Fisheries and Animal Hus-
bandry departments will
get about ¥1,500 crore
more than the last revised
estimates.

“To enhance India’s
competitiveness in the glo-
bal seafood market, I pro-

pose to reduce basic cus-
toms duty (BCD) from 30%
to 5% on frozen fish paste
(Surimi) for manufacture
and export of its analogue
products. 1 also
propose to reduce
(4 BCD from 15% to
5% on fish hydro-
lysate for manu-
facture of fish and
shrimp feeds,” she
said.

The Samyukt Kisan Mor-
cha said in a statement that
the Budget was an attack
on farmers and workers. It
said the Budget neglected
the demand for legalised
minimum support price as
per M.S. Swaminathan’s
formula and a comprehen-
sive scheme to waive farm
loans. It has announced a
protest against the Budget
on February 5.



Export Promotion
Mission to be set
up by Union govt.

The Hindu Bureau
COIMBATORE

The Union Budget an-
nounced an Export Promo-
tion Mission with an outlay
of 2,250 crore to facilitate
easy access to export cre-
dit, cross-border factoring
support, and help MSMEs
tackle non-tariff measures
in overseas markets.

The Mission, with secto-
ral and ministerial targets,
will be driven jointly by the
Ministries of Commerce,
MSMESs, and Finance.

Another major plan is to
create the digital public in-
frastructure ‘Bharat-
TradeNet' (BTN) for
international trade
and it will be a un-
ified platform for
trade documenta-
tion and financing
solutions. This will com-
plement the Unified Logis-
tics Interface Platform.

Institute in Bihar

In order to support food
processing exports, a Na-
tional Food Technology In-
stitute will be set up in Bi-
har and it will enhance
value addition, agri-ex-
ports, and job creation.

The duration for export
of handicrafts manufac-
tured from duty free inputs
by bona fide exporters will
be extended to one year,
further extendable by 3
months.

A release from the De-
partment of Commerce
says India’s trade deficit in
maritime services is about
$50 billion and develop-

The Mission will
be driven jointly
by the Ministries
of Finance, MSMEs
and Commerce

ment of Indian shipping
lines is likely to address
this trade deficit. Ship-
building financial assis-
tance policy will be re-
vamped, including credit
notes for ship-breaking to
support a circular econo-
my. The Maritime Develop-
ment Fund of 325,000
crore will be used to fi-
nance long-term
industry growth,
with 49% govern-
ment  contribu-
tion.

In a move to inte-
grate with global supply
chains, the government
will support development
of domestic manufacturing

capacities,
Export growth requires
infrastructure  develop-

ment, and the Budget says
the government will facili-
tate upgradation of infras-
tructure and warehousing
for air cargo, including
high value perishable hor-
ticulture produce.

In the services sector,
the government will sup-
port growth of tourism and
financial services. A na-
tional framework will be
formulated to promote
Global Capability Centres
in tier-two cities, focusing
on talent, infrastructure,
and regulatory reforms.



Govt. to remove FDI cap for insurers

Current guardrails, conditionalities associated with foreign investment will be reviewed and simplified, Finance Minister Nirmala

Sitharaman said in 2025-26 Budget speech; at the heart of the measures is the Centre’s ‘Insurance for All by 2047" goal

K
HYDERABAD

inance Minister Nir-

mala Sitharaman on

Saturday said the fo-
reign  direct  investment
(FDI) limit for the insu-
rance sector will be raised
from 74% to 100%.

However, the “en-
hanced limit will be availa-
ble for those companies
which invest the entire pre-
mium in India,” she said,
announcing the proposal
to remove the cap on FDI,
on the condition, in Budget
2002526 speech.

Current guardrails and
conditionalities associated
with foreign investment
will be reviewed and sim-
plified, she said.

The government in
2020 had permitted 100%

Cowver for all: The reform seeks to

reshape the insurance landscape

and give individuals and businesses protection. SUSHIL KUMAR VERMA

FDI in insurance interme-
diaries such as insurance
brokers.

In November 2024, the
Department of Financial
Services had initiated the
process of public consulta-
tion on raising FDI in In-
dian insurance companies

from 74% to 100% as well
as enabling an insurer o
carry on one or more class-
es of insurance business
and activities related/inci-
dental to insurance.

At the heart of the mea-
sures is ‘Insurance for All

by 2047 goal being pur-

sued by the government.
Insurance industry lead-

ers and top executives

were quick to welcome the

Budget proposal.

Attract investors

“The decision to allow
100% FDI in the insurance
sector will artract global in-
vestments, streng-
then the industry
and foster innova-
tion, The move pro-
motes healthy com-
petition, leading 1o
better services,
mare choices, and poten-
tially lower premiums for
consumers,” said PB Fin-
tech Joint Group CEO Sarb-
vir Singh.

The reform is not just
about increasing capital in-
flows — it is also about resh-
aping the insurance land-

scape to  ensure every
individual and business has
access to risk protection,
“As competition intensifies,
we will see more transpa-
rency, faster claims process-
ing and stronger trust in the
industry,” Bajaj Allianz Gen-
eral Insurance MD- CEO Ta-
pan Singhel said.

The announce-
ment comes even
as wait for custom-
ers on reduction in
the Goods and Ser-
vices Tax on insu-
rance, especially
health covers, from exist-
ing 18% grew longer with
the GST Council deciding
on further deliberations
before taking a decision.

“Global insurance com-
panies can now invest fully
and we anticipate the
emergence of innovative

products and services tai-
fored to meet the diverse
needs of Indian consum-
ers,” Universal Sompo Gen-
eral Insurance MD and
CEOQ Sharad Mathur said.

The Budget raised the
threshold to deduct or col-
lect tax at source on insu-
rance commission from
5,000 to ¥20,000. The
rate of deduction of in-
come tax at source on insu-
rance commission will be
ciit from 5% to 2% with ef-
fect from April 1,

The Union government
is also proposing to ex-
empt the proceeds re-
ceived on life insurance
policy issued by Interna-
tional Financial Services
Centre insurance interme-
diary office without the
condition on  maximum
premiiim amott.



A clear road map
for Viksit Bharat

Govt. has maintained focus on
infrastructure while aviation, nuclear
energy get due attention

inance Ministers face a perennial

balancing act when crafting Budgets,

They must articulate the government’s
broader policy vision while maintaining fiscal
discipline — a task that is as complex as it is
consequential,

Nirmala Sitharaman'’s latest Budget achieves
this with precision. It lays our a clear roadmap
for Viksit Bharat while remaining steadfast in its
commitment to fiscal consolidation. At its core is
a renewed emphasis on consumption with a 21
lakh crore boost. Higher discretionary income
will flow into sectors like housing, automobiles,
consumer goods, and travel, providing a
much-needed demand stimulus.

The Government has also maintained its
consistent focus on infrastructure. A central
pillar of this strategy is the expansion of the
public-private partnership (PPF) model. The FM

directed all infrastructure-related Ministries
to identify three-vear project pipelines under
the PPP framework, with States encouraged to
participate, To accelerate this transition, the
Government has earmarked 21.5 lakh crore in
50-year, interest-free loans to States for capital
expenditure, incentivising them to align with
national infrastructure priorities.

Asset monetisation stays key funding
mechanism. The Government has announced a
second Asset Monetisation Plan (2025-30),
targeting €10 lakh crore, significantly larger than

the 36 lakh crore
goal of the first plan

Maodified UDAN unveiled in 2021-22.

aims to add 120 Eﬁ underscores the

new destinations ministration’s
with four crore AN RN

with four crore 4

INOTE PASGENKETS public assets to

----- = finance new

next decade infrastructure

development.

The Budget also
focuses on power sector revitalisation,
particularly in electricity distribution and
intra-State transmission. States that implement
crucial discom reforms will be permitted
additional borrowing of up to (L5% of the GSDP,
reinforcing fiscal incentives to drive
much-needed structural H

A notable shift is the mission-mode approach
to nuclear energy. With an ambitious 100 GW
nuclear power target by 2047, the Budget
proposes amending Atomic Energy Act and the
Civil Liability for Nuclear Damage Act, opening
the sector to broader private participation, It
also commits ¥20,000 crore for research and
development of small modular reactors (SMRs),
underscoring the importance of indigenous
innovation in India’s energy transition.

Avtation also gets due attention, The modified
UDAN scheme aims to add 120 new destinations,
targeting 4 crore additional passengers over the
next decade, Meanwhile, private sector access to
PN Gati Shakti portal data is expected o boost
infrastructure planning, further integrating
public investment with market-driven efficiency.

Ultimately, India's ambition to become a
developed nation hinges on the quality of its
infrastructure. This Budget makes clear Modi
EOVErTUNEnt's Commitment to remove
bottlenecks, unlock capital and accelerate
development. It is a strategy in pragmatism-one
that prioritises long-term investment over
short-term populism and seeks to lay

groundwork for sustained, high-quality growth.




Govt. slashes multiple customs duties

With Budget 25-26 doing away with seven tariff rates, there will just be eight rates, including zero, for industrial goods; move expected
to boost domestic manufacturing, exports; FM proposes to exempt social welfare surcharge on 82 tariff lines that are subject to cess

M. Soundariva Preetha
COIMBEATORE

inance Minister Nir-
F mala  Sitharaman

announced  mea-
sures in the Union Budget
to rationalise customs duty
structure  for  industrial
goods by removing seven
tariff rates, and address du-
ty inversion.

“This will also support
domestic  manufacturing
and value addition, pro-
mote  exports, facilitate
trade, and provide relief to
common people,” the Fi-
nance Minister said while
presenting the Budget.

Industrial goods will
now have only eight tariff
rates, including zero rate,
as seven were removed in
the 2023-24 Budget and se-
ven more in the Budget an-

Battery booster: The list of exempted capital goads will also cover
an additional 35 items for EV battery manufacturing. GeTrvMases

nounced on Saturday.

The FM also proposed
to apply appropriate cess
to “broadly maintain effec-
tive duty incidence” ex-
cept on a few items where
such incidence will reduce
marginally, and levy not
more than one cess or
surcharge.

“Therefore, | propose to

exempt social welfare sur-
charge on 82 tariff lines
that are subject to a cess,”
she announced.

Further, ina move to en-
courage voluntary com-
pliance, the Budget pro-
poses introduction of a
provision that will enable
importers or exporters, af
ter clearance of goods, to

voluntarily declare mate-
rial facts and pay duty with
interest but without penal-
ty. However, this will not
apply in cases where the
authorities had already in-
itiated audit or investi-
gation proceedings.

The time limit for
the end-use of im-
ported inputs in the
relevant rules has
been extended from
six months to one
year. And, such importers
will have to file only quar-
terly statements instead of
a monthly statement, the
Finance Minister said.

For manufacturing in-
dustries and MSMEs, co-
balt powder and waste,
scrap of lithium ion batter-
jes, lead, zinc and 12 more
critical minerals will be ad-
ded to the list announced

/%

in the Budget last July for
complete basic customs
duty (BCD) exemption.
While two types of shut-
tle-less looms will get into
the list of BCD exemption,
the BCD rate on knit-
ted fabrics covered
by nine tariff lines
will be revised
from “10% or 204"
to “20% or 115 per
kg, whichever is

On the inverted duty
structure, the Finance Mi-
nister proposed to increase
the BCD on interactive flat
panel display (IFPD) from
10% to 20% and reduce the
BCD to 5% on open cell and
other components.

The exemption of BCD
on raw materials, compo-
nents, consumables or
parts for the manufacture

of ships and will continue
for another 10 years.
Reacting to the propo-
sals, the Global Trade Re-
search  Initiative (GTRI)
said that the Union Budget
reinforced a fiscal strategy
the government had fol-
lowed since 2021-22, which
was reducing the BCD
while increasing the Agri-
culture Infrastructure and
Development Cess (AIDC).
The shift allows the
Centre 1o retain more reve-
nue because, while BCD is
shared with States, AIDC is
not. For instance, the BCD
on marble slabs is 40%. It
will now be 20% BCD plus
20% AIDC. For solar mo-
dules, the existing rate is
40% BCD and 4% social

welfare surcharge. The
new rate will be 20% BCD
and 20% AIDC.
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